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WEDNESDAY, MAY 7, 1958 


House oF REPRESENTATIVES, 
SUBCOMMITTEE ON MrercHANT MARINE, OF THE 
CoMMITTEE ON MEercHANT MARINE AND FISHERIES, 


Washington, D. C. 


The subcommittee met, pursuant to call, at 10 a. m., in room 
219, Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 

Present: Representatives Bonner, Thompson, Kluczynski, Allen, 
Van Pelt, Ray, Mailliard, and Pelly. 

Also present: Representatives River, Young, Tollefson, Delegate 
Bartlett. 

Staff members present: John M. Drewry, chief counsel; and William 
B. Winfield, chief clerk. 

The Cuarrman. The committee will come to order. The subcom- 
mittee is meeting this morning for consideration of H. R. 9833. One 
of the reports on this bill has been adverse, a report from the Treasury 
Department, which I will now ask counsel to read. 

(H. R. 9833 and report follow :) 


[H. R. 9833, 85th Cong., 2d sess.] 
A BILL To amend section 27 of the Merchant Marine Act of 1920 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 27 of the Merchant Marine Act 
of 1920 (46 U. S. C. 883) is amended by inserting at the end thereof the follow- 
ing: “Provided further, That this section shall not apply to the transportation 
of merchandise by water between points in the United States in barges and 
towing vessels built in and documented under the laws of the United States and 
owned by any corporation organized under the laws of the United States or 
chartered by such corporation to or from persons otherwise qualified to own or 
operate such vessels, if (a) a majority of the officers and directors of such 
corporation are citizens and residents of the United States, and (b) 90 per centum 
of the employees of such corporation are citizens and residents of the United 
States, and (c) such corporatoin is engaged chiefly in a manufacturing or 
mineral industry and the value of the barges and towing vessels owned by such 
corporation does not exceed 10 per centum of the total value of the assets of 
such corporation, and (d) such corporation purchases in the United States 
substantially all of the raw materials used in its operations.” 


Mr. Drewry. Mr. Chairman, the report of the Treasury Depart- 
ment, a letter of May 5, 1958, reads: 


My Dear Mr. CHAIRMAN: In your letter dated January 13, 1958, you requested 
this Department’s views on H. R. 9833, a bill to amend section 27 of the 
Merchant Marine Act of 1920. 

The bill provides that that section (46 U. S. C. 883) shall not apply to the 
coastwise transportation of merchandise by barges and towing vessels built in 
and documented under the laws of the United States and owned or chartered 
by any duly organized corporation, which meets certain specified requirements 
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as to the citizenship of its officers, directors, and employees, its activities, and 
its vessel property interests, without regard, however, to the percentage of alien 
interest in the corporation. 

It is believed that the bill in its present form would not effectively accomplish 
its apparent purpose because of conflicts with existing statutes pertaining to 
the citizenship of croporations. The present proposal, it is believed, would 
also give rise to some administrative and enforcement problems. Further, even 
if the bill were to be revised to overcome the stated objections, its enactment 
would constitute an exception to the legislative policy expressed in the coastwise 
laws over a long period of years. While any such exception is a matter of policy 
for the Congress, you will doubtless wish to consider that phase of the matter 
“arefully since a number of corporations may wish to take advantage of the 
benefits extended and since foreign corporations may be enabled thereby to 
acquire or establish subsidiary corporations owning and operating vessels in 
the coastwise trade of the United States. A memorandum setting forth more 
fully the problems which are foreseen and the basis for my beliefs is attached. 

For the reasons stated, the Department does not favor the enactment of 
H. R. 9833. 

The Department has been advised by the Bureau of the Budget that there 
is no objection to the submission of this report to your committee. 

(Signed) LAuRENCE B. ROBBINS, 
Acting Secretary of the Treasury. 


Mr. Chairman, I will continue with the supplement. 
The Cuarrman. Yes, 
Mr. Drewry. The accompanying memorandum reads: 


H. R. 98383 would further amend section 27 of the Merchant Marine Act, 1920 
(46 U. S. C. 888), by adding a proviso that the section shall not apply to the 
transportation of merchandise by water between points in the United States in 
barges and towing vessels built in and documented under the laws of the 
United States and owned by any corporation organized under the laws of the 
United States or chartered by such corporation to or from persons otherwise 
qualified to own or operate such vessels if— 

(a) A majority of the officers and directors of the corporation are citi- 
zens and residents of the United States; 

(b) Ninety percent of its employees are citizens and residents of the 
United States ; 

(c) Such corporation is engaged chiefly in a manufacturing or mineral 
industry and the value of the barges and towing vessels owned by it does 
not exceed 10 percent of the total value of its assets; and 

(d@) Substantially all the raw materials used in its operations are pur- 
chased in the United States. 

The bill is apparently designed and intended to permit the documentation 
and operation of vessels under the American flag in the name of or by qualifying 
corporations without regard to the percentage of interest in any such corpora- 
tion owned by persons, organizations, or corporations which are not citizens of 
the United States. It seeks to do this by creating an exception to the present 
provisions of section 27 relating to the transportation of merchandise. 

It is limited in its application to the transportation of merchandise by water 
between points in the United States only, whereas the first portion of section 27 
prohibits certain transportation of merchandise by water or by land and water 
between points in the United States, including districts, Territories, and pos- 
sessions thereof embraced within the coastwise laws, either directly or via 
a foreign port, or for any part of the transportation. The draft bill, accord- 
ingly, might give rise to a situation in which merchandise transported by land 
and water, or to a point in a district, Territory, or possession of the United 
States would be subject to forfeiture under section 27, whereas a similar trans- 
portation wholly by water between ports in the United States would be free 
of penalty. 


The language of the proviso could, of course, be corrected by the addition of 
language in conformity with that used in the body of section 27 and that should 
be done if the committee is favorably disposed toward the purpose of the bill. 

However, this Department is inclined to believe that the bill as it stands 
would not in fact accomplish its apparent purpose. The basic statute providing 
for the documentation of vessels is found in section 4132 of the Revised Statutes, 
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as amended (46 U. S. C. 11). That section provides for the documentation of 
vessels in the names of corporations organized and chartered under the laws of 
the United States or of any State thereof, provided the president and managing 
directors are citizens of the United States. Since no vessels owned by corpora- 
tions may be documented as vessels of the United States unless they first qualify 
under section 4132, it is apparent that the provisions of the draft legislation, inso- 
far as they propose to permit transportation in certain American-built docu- 
mented vessels when owned by a corporation of which only a majority of the 
officers and directors are citizens, are either nugatory or only partially effective. 

Further, section 2 of the Shipping Act, 1916, as amended (46 U. 8. C. 802), 
defines the term ‘citizen of the United States,” as applied to section 27. That 
definition includes language similar to that contained in section 4132, cited above, 
with respect to the organization of the corporation and the citizenship of the 
president and managing directors. It further requires that the controlling in- 
terest in the corporation be owned by citizens of the United States but provides 
that in the case of corporations operating any vessel in the coastwise trade the 
amount of interest to be owned by citizens shall be 75 percent. 

This Department will not authorize the documentation of any vessel as a 
vessel of the United States for the purpose of engaging in the coastwise trade 
unless, in the case of corporate ownership, the corporation fully qualifies as a 
citizen as defined in section 2 for the purpose of engaging in that trade, that is 
unless 75 percent of the interest in the corporation is owned by citizens. 

The definition in section 2 is also applicable to sections 9 and 37 of the Ship- 
ping Act, 1916, as amended (46 U. S. C. 802, 835). Those sections require the 
approval of the Maritime Administration before any vessel owned by a citizen 
of the United States may be sold, transferred, or chartered to one who is not such 
a citizen. Thus, under those sections, a charter to a corporation as defined in the 
proposed proviso would be subject to the requirement for approval by the Mari- 
time Administration if the corporation was not a citizen within the meaning 
of section 2 but if such approval were granted, no penalty would accrue under 
section 27 since that section does not penalize the transportation of merchandise 
in a vessel properly qualified by ownership and documentation merely because 
of the citizenship of the charterer. Again, the provisions of the proposed bill 
appear to be ineffectual in accomplishing the results obviously desired. 

Finally, this agency is of the opinion that the tests proposed for determining 
whether any corporation is qualified to receive the exemption under clauses (b) to 
(d) as set out above would be extremely difficult for this Department to apply 
and would require extensive investigation beyond the capacity of the employees 
available for the purpose. It would seem to this Department that, if a bill is to be 
enacted, it would be better to provide for a statement or declaration of qualifica- 
tion to be submitted by the corporation with a provision for appropriately severe 
civil penalties against the vessel and the corporate officers should it be found 
that any such statement or any portion thereof has been falsified. Civil penalties 
are recommended for ease of enforcement and to permit the exercise of the dis- 
cretionary authority in this agency to remit or mitigate penalties incurred in 
deserving cases (46 U. 8S. C.7). 

The most important point for consideration here is the matter of policy. If 
the bill should be enacted in its present form or in a revised form designed more 
effectively to realize the purposes of the bill, if that seems necessary and de- 
sirable, such enactment would constitute a major revision of the longstanding 
legislative policy as expressed in the coastwise laws. Whether any such revision 
should be made is a question for the consideration of the Congress. However, 
the committee will doubtless wish to give this matter careful consideration, since 
it is conceivable that a number of corporations will wish to take advantage of 
the benefits extended and since any enactment along these lines may enable for- 
eign corporations to acquire or establish subsidiary corporations which could 
own and operate vessels in the coastwise trade of the United States. In this 
connection, the committee may also wish to give some attention to the question 
of whether, if corporations of the kind described are to be accorded the privileges 
of corporations having the status of citizens of the United States, the definition 
of the term should not be amended so that such corporations would be permitted 
to own and operate all classes of vessels, not merely barges and towing vessels. 


That concludes the statement, Mr. Chairman. 

The CnatrmMan. There are several Members of the House present. 
The committee will hear the House Members who are here in the order 
they choose to appear before the subcommittee. 
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Is the gentleman from Tennessee here ? 

Mr. Rivers. You are taking up my bill, Mr. Chairman ? 

The Cuarrman. That is what the committee has met to do. 

Mr. Rivers. Shall I testify ? 

The Cuarrman. It is perfectly all right to me if you want to pre- 
scribe the procedure of the committee. 

I was merely doing this to grant the courtesy to the visiting Mem- 
bers of the House, Mr. Rivers. If you care to testify first, you go 
ahead and testify. 

Mr. Rivers. No; I will not testify until after they finish. I just 

vant to find out. 

The Cuarrman. I understood you to be a member of the committee. 

Mr. Rivers. I am not a member of the subcommittee. 

The Cnatrman. All right, Mr. Rivers. 

Mr. Rivers. Wait a moment, Mr. Chairman. I just asked what 
the procedure was going to be. I am not telling you how to run it. 

The Cuamman. That is correct, Mr. Rivers. “Since you are a mem- 
ber of the committee, I would like for you testify first. 

Go ahead, sir. 

Mr. Rivers. No. I wanted you to understand that I did not consider 
myself a member of the subcommittee so that I prefer that you let 
the other gentleman testify first. 

The Cuarrman. Any way you want to do it is all right. 

Mr. Rivers. Let them testify first. I do not w ant to offend you. 

The Cuarrman. You do not offend me. I wanted to grant the 
courtesy to the other Members of the House to testify first. 

Which of you gentlemen wants to test ify ? 


STATEMENT OF HON. CARROLL B. REECE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF TENNESSEE 


Mr. Reece. Mr. Chairman, I might say by way of preface that it 
is my understanding that the Rivers bill will be considered. I see 
that Mr. Rivers is a member of the committee and is very much 
interested in this. I would not take much time. I would be very 
happy myself for Mr. Rivers to make the general statement and 
let us follow. However, I will make a statement to this effect, if I 
may. 

Mr. Chairman, without going into the details of the bill which the 
counsel of the committee no doubt will familiarize himself with on 
behalf of the committee, I will say simply that this is a matter of 
very great economic interest to our community. 

The Bowater Paper Co. will purchase this year some $13 million 
worth of pulpwood and will have an annual payroll of some $9 mil- 
lion. It would be very greatly to the interest of the operation if they 
should be given the right to operate the barges along the Tennessee 
River, because this pulpwood will all be purchased on the Tennessee 
and its tributaries. 

Without knowing that it might run counter to the law, they did 
acquire nine barges for this purpose and, immediately upon learning 
the legal situation, they got permission of the Maritime Commission to 
dispose of them and did dispose of them and then undertook to follow 
the procedure of coming Saleen your committee in the hope of getting 
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the Maritime Act amended so as to permit them to operate these barges. 

I have read the various reports that have been submitted. 

I cannot conceive of a situation obtaining that would not permit 
the Maritime Act to be amended in such a way as, without affecting 
the national security in the slightest, to permit this company or any 
other company in a similar situation to operate the small barges. 

It means a great deal to the economy of our area. 

I know your committee and your staff will go into it very care- 
fully. Iam not going to impose on the time of the committee. When 
the time comes I do want Mr. Rivers, whose situation is affected like- 
wise, to make a more detailed explanation. 

I am looking at it more or less as a layman who was born and 
reared on the banks of the Tennessee River. It is beyond my com- 
prehension that Congress would be unable to work out an amendment 
to the Maritime Act to permit this operation to go on without ad- 
versely affecting the national security. 

I hope the committee may find it possible to do this and will do this. 

Thank you very much. 

The Cuarrman. Mr. Reece, we appreciate your coming before the 
committee. 

Mr. Reece, I wanted some time, if you will, to have you comment on 
the reports which affect the general policy of the coastal trade. 

Now, Mr. Rivers, will you testify, please ? 

Mr. Rivers. We have Mr. Frazier. 

The Cuarrman. From Mr. Reece’s testimony, these gentlemen will 
base their testimony on yours. 

Mr. Reece. Mr. Chairman, that is the reason I did not undertake 
to do so. I thought Mr. Rivers would be the appropriate one to do 
that. 


STATEMENT OF HON. L. MENDEL RIVERS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Rivers. Mr. Chairman, I am glad that I did not offend you. 
I did not intend to offend you. 

By way of preface, Mr. Chairman, the Port Authority of the State 
of South Carolina, through their representatives and the members 
of the ship operators in Charleston, came to my office and I had a 
meeting with them and the Bowaters people. A lot of them belong to 
the Merchant Marine Institute. They told me that the Bowaters was 
the second biggest user of the port of Charleston. I did not know 
that. 

The trouble that we are having is in getting material entered around 
their large plant in Mr. Frazier’s district and Mr. Reece’s district 
where the plant is located on an inland waterway. All paper plants 
are not on waterways. A lot of them are inland but all the plants in 
my part of the world are on waterways. The big International Paper 
Co. at Georgetown in Mr. McMillan’s district and the big West Vir- 
ginia plant at Charleston are all on waterways. 

The Bowaters were going to also build a plant in Mr. Hemphill’s 
district, which is Mr. Richards’ old district, close to Charlotte, N. C. 
We found out that under our constitution in South Carolina they 
could not own acreage so that the Government convened the legislature 
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and without one dissenting vote a referendum was ordered and the 
result of a referendum makes it permissible for Bowaters to own 
acreage in South Carolina without one dissenting vote. That is what 
we think of Bowaters. 

We got together and drew this legislation for one purpose: to 
keep this fine company. 

The Bowaters Southern is a United States corporation in a competi- 
tive position with other companies. They are the second largest 
newsprint manufacturer in the entire world and they want to stay 
in business. They hire some 1,500 people in Mr. Frazier’s county and 
will hire equally that many in Mr. Hemphill’s district whenever they 
get the plant fully implemented. It will cost some $1 million to 
construct it. 

We got together to work out something to let these people operate on 
inland waterways with their shallow draft, non-self-propelled barges. 
That isthe genesis of this bill. 

I have read all of the reports, Mr. Chairman, which you have been 
generous enough to send to my office. I noticed that most of them who 
oppose this bill said, “in its present form.” Now, in response to your 
inquiry, Mr. Chairman, that I make some reference to these reports, 
the Treasury Department said we would run into all these difficulties. 
It mentioned mostly coastwise trade. The Bowaters is not in the 
coastwise business. 

I have no pride of authorship or construction of this bill. This fine 
corporation has over 90 percent of its employees American. Every- 
thing it does is American. It employs American people and all we 
are asking is that at the time when employment is such a vital thing 
this corporation should have sympathetic consideration. 

There are those who oppose this bill because they say, “We don’t 
want to touch the Merchant Marine Act. We don’t ever want to 
touch it.” I cannot discuss it with those people. We even amended 
the Constitution of the United States twenty-odd times. 

There are those who are eager to protect American-flag vessels. This 
is barges on inland waterways. 

Of « course, if they were very eager to protect American-flag vessels, 
there would not be so many foreign flags on American ships, Panama- 
nian and the like, so that that is not consistent. 

This is our objective that we tried to accomplish. Let me read you 
some of the things that this company does, Mr. Chairman. 

All of the raw materials for the mill of Tennessee were obtained in 
the United States. All of the raw material is purchased in Tennessee 
and in the six surrounding States. They just want to haul it to their 
mill and keep in a competitive position. There is only one thing that 
they ask. That is, if in the wisdom of this committee this legislation 
is so drafted or redrafted as to fulfill these objectives that if and when 
they carry a load of their materials they be permitted to charter them 
to somebody else so that it will not be a one-way haul altogether, and 
they cannot operate. They have been perfec tly honest, as Mr. Reece 
has told you. They bought some of these barges. When they found 
there was a question, they went to the Maritime Commission and prop- 
erly and promptly disposed of them, and it was not profitable. 

The only thing I am trying to do is to bring this problem to this 
distinguished committee, and in its thoroughness I know that we have 
the capacity to fulfill the objective to keep this company in a competi- 
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tive position, because, for all intents and purposes, it is an American 
corporation, American money, and everything else; the John Hancock 
Insurance Co. and the Metropolitan Life Insurance Co. and every- 
thing else. The union of the workers is for it. It means so much to 
them. The labor unions involved, I understand, are going to sanction 
the objectives of this bill. 

Mr. Chairman, I dislike to take much time, but I am perfectly open 
to questions, and I have two witnesses here. When you will have heard 
from the Members of Congress so that they can return to their duties, 
I would like you to pose questions of the two witnesses I have here this 
morning from Bowaters. 

Mr. Chairman, we are not interested in protecting the use of foreign- 
built barges in the United States. They will all be built in the United 
States. As to the use of foreign personnel on the barges, the bill pro- 
tects against that. As to lack of adequate control of the vessels in case 
of emergency, we put that in the bill. All they want to do is to stay 
in a competitive position with these little sh: low-draft barges. This 
is a very simple bill. It may not have been drafted properly, but the 
objec tive is what I have stated. 

We also put in there language to protect against what the Treasury 
Department has stated, that these people will either be in the manu- 
facturing or mineral business. If you do not like that we can change 
that but in every way that we could think about it we tried to pro- 
tect the American way of doing business and American individuals 
and investment. I believe that is all, Mr. Chairman, that I tried to 
do, and we tried to do, in this bill. 

My colleagues who are so vitally interested and who tried to help 
us on this matter and who are part and parcel of it, the same as I, 
had that objective also. 

As I say, the State Port Authority of South Carolina, who operate 
the ports of Georgetown, Port Royal, and Charleston, S. C., do not 
operate any inland waterways to my knowledge and they are vitally 
interested in this thing because they feel that Bowaters is fulfilling 
an American objective and making a worthwhile contribution to the 
economy of this country, and the pulp business is a big business in 
my part of the world. 

Mr. Chairman, I am perfectly willing to submit to any questions 
and am eager to try to answer anything Tecan. The TVA is for this. 
They know more about it, I think, than anybody, because they are 
right there. I did not see the Navy report, but I understand the 
Navy is in favor of this. 

The Treasury, as I say, Mr. Chairman, claim they are not for it 
in its present form but if they can arrange it so that the Bowaters 
can stay in business, I am sure they would be willing to restrict it 
to the proprietary interest they hold. We have sense enough to know 
that I cannot bring a bill here for just Bowaters. It has to be a 
general law. We have no pride in the construction of it. Those of 
us who sponsored the bill will be perfectly willing to agree to what- 
ever construction you want to protect the interests of the United 
States. 

That is all I have to say. If you want me to bring my other wit- 
nesses up or we can let these other Congressmen testify, we will do 
whatever you want, Mr. Chairman. 
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The Cuarrman. Do you have any questions ? 

Mr. Totierson. Mr. Rivers, you said that Bowaters was an Ameri- 
can corporation. 

Mr. Rivers. Bowaters Southern, the Bowaters Southern Corp. 

Mr. Totierson. That is an American corporation ? 

Mr. Rivers. Yes, sir; a United States corporation. 

Mr. Toxiterson. The stock is held by whom? 

Mr. Rivers. They have the members of the corporation here. They 
can answer any of those questions. 

Mr. Totierson. That is perfectly all right. I wanted to get clear 
in my mind what the situation was. As I understand it, this cor- 
poration must be foreign owned. 

Mr. Rivers. It is a subsidiary of the Bowaters, Ltd., but the Bo- 
waters Southern, who constructed this plant, is an American cor- 
poration. 

Mr. Reece. The majority of the stock is held by the Canadian cor- 
poration and the majority of the Canadian stock is held by Bowaters 
of London. 

Mr. TotieFson. I wanted to get that in the record. 

Mr. Rivers. I appreciate your asking those questions and they will 
be perfectly willing to answer them. 

Mr. Totiterson. Has the company, if you know, given any consid- 
eration to, I will use the term, leasing the barges and operating them? 

Mr. Rivers. I do not know. They have not tried to circumvent 
the statute because the minute they found out there was a question 
they disposed of the holdings they had. 

Mr. Totierson. Who brought the matter to their attention? Was it 
the Maritime Administration ? 

Mr. Rivers. The American Commercial Barge Lines. They did 
not know they were operating in violation of the law until somebody 
told them and they checked it. 

Mr. Totterson. These barges are operated wholly on the water- 
ways away from the coast line? 

Mr. Rivers. It has nothing to do with the coastal trade. 

Mr. TotieFson. Do they ever come down to the coast at all ? 

Mr. Rivers. Not that I know of. Under the existing law, Mr. Tol- 
lefson, say they had a shipment of newsprint to Texas, their competi- 
tors who haul their products from the other end of the Mississippi 
somewhere to Texas and these people might not be able to compete 
with them. 

Mr. Totterson. These barges are not used in the coastwise operation 
at all. 

Mr. Rivers. Not at all. 

Mr. Totterson. They are used in inland waterways? 

Mr. Rivers. Yes, inland waterways. You see, Mr. Tollefson, all 
pulp mills are not on waterways but it is desirable that they be and in 
my part of the world, as I say, our two mills are on waterways and 
they have the barges bringing their products. There is no problem 
with them. These people are vast contributors to the economy and 
have very large payrolls and very large interests. We thought we had 
enough of them, as I say, to amend our constitution in South Carolina. 

Mr. Totterson. I would hope something could be arranged so that 
they could operate. How to do it is the problem, of course. 
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Mr. Rivers. That is all we have in mind. 

Mr. Totxerson. That is all, Mr. Chairman. 

The Cuarrman. Mr. Young? ; 

Mr. Youna. Mr. Chairman, I am not a member of the subcommit- 
tee but may I ask a question ? 

The CHarrMaAn. Yes. 

Mr. Youna. Mr. Rivers, these folks are not asking to engage in the 
common-carrier business. They simply want to perform a work of 
their own which they feel they can do more cheaply and better than 
they could hire it. 

Mr. Rivers. Just as their competitors do. 

Mr. Youne. They want to place themselves in a more competitive 
position. 

Mr. Rivers. That is right. As I say, they tell me that they would 
be perfectly willing to restrict it to their proprietary interest. Their 
own goods. 

Mr. Youne. That is all, Mr. Chairman. 

Thank you, sir. 

The CHarrman. Mr. Allen? 

Mr. Auten. Mr. Chairman. 

Mr. Rivers, do you know if there is any presently existing service 
that would be available to carry the commerce ? 

Mr. Rivers. No, sir. I understand, Mr. Allen, that this is special- 
ized equipment. It has to be used very heavily to realize the invest- 
ment because it is specialized equipment. I do not know of any com- 
mon carrier in that business. I do not know. Where I live they own 
all these things like these special loaded trucks to haul pulpwood. 
They have the bodies that they take off and set alongside the road 
and load them up. It is specialized equipment. 

Mr. Auten. Thank you. 

The CHatrmMAn. Counsel? 

Mr. Drewry. I have no questions. 

The CHamman. Thank you, Mr. Rivers. 

Mr. Rivers. Thank you, Mr. Chairman. 

As I say, Mr. Chairman, at your convenience I have two witnesses 
and I will be glad for you to pose any questions that you desire. 

The Cuarrman. Mr. Rivers, I will hear such witnesses in order as 
you might suggest. 

Mr. Rivers. All right, sir. I dia not want to keep the gentlemen 
waiting. 

. Let us have Mr. Hemphill, if you do not mind, and then Mr. 
razier. 


STATEMENT OF HON. ROBERT W. HEMPHILL, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Hempniii. Mr. Chairman, and members of the subcommittee, 
I appreciate your indulgence in letting me testify. It is my privilege 
to represent the great people of the Fifth South Carolina Congress- 
sional District, and one of the organizations which will benefit by 
this legislation, is Bowaters Carolina Corp., a subsidiary of Bowaters, 
Lid., which is ‘presently erecting a magnificent plant in my district, 
which is now providing employment and will provide much more 








10 DOMESTIC SHIPPING PROBLEMS 


employment to the people of South and North Carolina. We are 
proud to have this plant in South Carolina as it will make a very 
substantial contribution to the economy of the general area in north- 
ern South Carolina and southern North Carolina. The mill under 
construction in a sulfate pulp mill. 

The Bowaters people have shown themselves to be exceptionally fine 
citizens and will undoubtedly make a very substantial contribution 
to the economy of my district. The present construction program 
will cost $38 million but Bowaters have indicated that they intend 
to expand their South Carolina operations for a $100 million pulp 
and paper installation. They have also announced that they intend 
to construct a mill on the same site to manufacture hardboard ex 
clusively from hardwood. ‘There are, of course, very substantial 
quantities of hardwood in my State, and in neighboring southern 
States, and the development of an industry to utilize this little-used 
raw material is of great importance to the economy of the State. 

Any company that has sufficient confidence to make such a large 
investment in South Carolina in addition to their vast operation now 
in existence in Tennessee and surrounding States, deserves to have 
the full confidence of the country in which it does business, and I] 
therefore earnestly support proposed legislation now under considera- 
tion by this committee, which will have the effect of doing away with 
the very unfair disadv antage which now handicaps Bowater’s opera- 
tions on the inland waterways system. 

As indication of the confidence which my State places in the Bo- 
waters organization is the fact that the South Carolina Legislature, in 
special session in June 1956 unanimously adopted an amendment of a 
law which restricts the amount of land an alien individual or corpora- 
tion may own. This amendment raised this limit from 500 to 500,000 
acres, thus enabling Bowaters to purchase the site on which it is now 
constructing its pulp mill, together with sufficient land on which to 
grow a proportion of its main raw material. 

Bowaters Paper Co., Ltd., which is the parent corporation, is one 
of the world’s great paper companies. During December 1957 they 
lifted through the port of Charleston, S. C., their 70th cargo of wood- 
pulp, produced in their Calhoun, Tenn., plant, for export to Europe. 
They are averaging 40,000 to 50,000 tons per year export through 
Charleston—this represents approximately 11 percent of our total 
export tonnage. 

Bowaters Southern Paper Corp. is unable to take full advantage of 
the economies of water transportation through the private ownership 
and operation of barges. The availability of navigable water was one 
of the chief factors leading to the selection of Calhoun, Tenn., as 
the site for this mill. Ownership of barges is forbidden because the 
company is a wholly owned subsidiary of the Bowaters C orp. of North 
America, Ltd., a Canadian corporation which is wholly owned by the 
Bowaters P aper Corp., Ltd., a British corporation. 

This plant not only will provide needed employment in these times, 
but will be a boon to the farmer having the hardwood on his prop- 
erty for which he has not, up to now, had ar ady market. I quote 
from an article in the Columbia, S. C.. State of Febr uary 2, 1958, 
by Tanny Polster, State correspondent : 
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Carolinas farmers with oak, gum, and poplar trees on their lands will have 
a ready market when the new $4 million to $5 million Bowaters board plant opens 
near here at Catawba next fall. 

The exact cost of the addition to the Bowaters Carolina Corp. pulp plant, now 
under construction, has not been announced. 

Approximately 100 men will staff the hardboard operation, with a payroll of 
$500,000 annually. 

John G. Robinson, who will manage the hardboard operation, said today that 
nearly all hardwoods will be used at Catawba, but especially oak. Hickory will 
not be used, because no practical method has been found for removing its bark. 

Research may later put hickory into hardboard use, too, however, since the 
wood has already been made into the type of amalgam that Bowaters Board Co. 
will produce. 

Which types of woods will be most in demand, other than the waters board 
will have “Thousand of customers,” according to Robinson. 

This is in contrast to Bowaters Carolina Corp., part of whose production will 
be purchased by the Bowaters organization. 

The hardboard will be used extensively in furniture manufacture and in auto- 
mobiles as a stiffener for upholstery and in door panels. 

Other users will be manufacturers of television cabinets. 

Richard Sunberg, industrial relation superintendent for Bowaters Carolina 
Corp. said two important factors helped bring the plant addition to Catawba. 
One is the complete utilization of woodlands, and another is the sharing with 
Bowaters Carolina Corp. of prime manufacturing facilities such as power and 
steam plants. 

In addition, the pulp mill now being built will make woodchips for the hard- 
board plant as well as for its own use. Target date for commencements of pro- 
duction at both plants is the fall of this year. 


The statute in question, section 27 of the Merchant Marine Act of 
1920, which this legislation as now proposed seeks to amend, provides 
(46 U.S. C. 883) : 


Transportation of merchandise between points in United States in other than 
domestic-built and documented vessels. 

No merchandise shall be transported by water, or by land and water, on 
penalty of forfeiture thereof, between points in the United States, including 
districts, Territories, and possessions thereof embraced within the coastwise 
laws, either directly or via a foreign port, or for any part of the transporta- 
tion, in any other vessel than a vessel built. in and documented under the laws 
of the United States and owned by persons who are citizens of the United States, 
or vessels to which the privilege of engaging in the coastwise trade is extended 
by section 18 or 808 of this title: Provided, That no vessel having at any time 
acquired the lawful right to engage in the coastwise trade, either by virtue of 
having been built in, or documented under the laws of the United States, and 
later sold foreign in whole or in part, or placed under foreign registry, shall 
hereafter acquire the right to engage in the coastwise trade: Provided further, 
That this section shall not apply to merchandise transported between points 
within the continental United States, excluding Alaska, over through routes 
heretofore or hereafter recognized by the Interstate Commerce Commission for 
which routes rate tariffs have been or shail hereafter be filed with said Com- 
mission When such routes are in part over Canadian rail lines and their own or 
other connecting water facilities; Provided further, That this section shall not 
become effective upon the Yukon River until the Alaska Railroad shall be com- 
pleted and the Secretary of Commerce shall find that proper facilities will be 
furnished for transportation by persons or citizens of the United States for 
properly handling the traffic; Provided further, That this section shall not apply 
to the transportation of merchandise loaded on railroad cars or to motor vehicles 
with or without trailers, and with their passengers or contents when acecom- 
panied by the operator thereof, when such railroad cars or motor vehicles are 
transported in any railroad car ferry operated between fixed termini on the 
Great Lakes as a part of a rail route, if such car ferry is owned by a common 
carrier by water and operated as part of 2 rail route with the approval of the 
Interstate Commerce Commission, and if the stock of such common carrier by 
water, or its predecessor, was owned or controlled by a common carrier by rail 
prior to June 5, 1920, and if the stock of the common carrier owning such car 
ferry is, with the approval of the Interstate Commerce Commission, now owned 
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or controlled by any common carrier by rail and if such car ferry is built in and 
documented under the laws of the United States. (June 5, 1920, ch. 250, 27, 41 
Stat., 999; Executive Order No. 6166, 12, June 10, 1933; April 11, 1935, ch. 58, 
49 Stat., 154; July 2, 1935, 1987, 2016; 1950 Reorganization Plan No. 21, 204, 306, 
effective May 24, 1950, 15 F. R. 3178, 64 Stat. 1276, 1277.) 

The amendment which this bill proposes to the statute is not the 
only amendment ever proposed. Throughout the history of the ship- 
ping and merchant marine laws, amendments and special provisos 
have been added to cover special situations. The clearest examples 
of these are the following: 

Transportation of coal between points in the United States in 
Canadian vessels. (Act August 7, 1956, ch. 1028, 70 Stat. 1090, pro- 
vided :) 

That until June 30, 1957, notwithstanding the provisions of law of the United 
States restricting to vessels of the United States the transportation of mer- 
chandise, directly or indirectly, from any port of the United States to another 
port of the United States, Canadian vessels may transport coal to Ogdensburg, 
N. Y., from other points in the United States, on the Great Lakes, or their 
connecting or tributary waters. 

Transportation of passengers and merchandise on Canadian vessels 
between points in Alaska and United States. (Public Law 85-103, 
July 11, 1957, 71 Stat. 294, provided :) 

That, until June 30, 1958, notwithstanding the provisions of law of the United 
States restricting to vessels of the United States the transportation of passengers 
and merchandise directly or indirectly from any port in the United States to 
another port of the United States, passengers may be transported on Canadian 
vessels between ports in southeastern Alaska, and passengers and merchandise 
may be transported on Canadian vessels between Hyder, Alaska, and other 
points in southeastern Alaska or the continental United States, either directly 
or via a foreign port, or for any part of the transportation. 

Similar provisions were contained in the following acts: April 18, 
1956 (ch. 207, 70 Stat. 114) ; May 7, 1955 (ch. 35, 60 Stat. 47) ; June 29, 
1954 (ch. 413, 68 Stat. 321); July 16, 1953 (ch. 201, 67 Stat. 175) ; 
June 11, 1952 (ch. 391, 66 Stat. 1383) ; June 27, 1951 (ch. 153, 65 Stat. 
90) ; June 20, 1950 (ch. 409, 64 Stat. 301) ; August 22, 1949 (ch. 493, 63 
Stat. 622). 

Transportation of iron ore in vessels of Canadian registry until 
December 31, 1952. (Act June 24, 1952, ch. 458, 66 Stat. 156, provided 
for the transportation of iron ore and terminated on December 31, 
1952.) Similar provisions were contained in acts March 29, 1951 
(ch. 25, 65 Stat. 28); June 30, 1950 (ch. 427, sec. 5, 64 Stat. 309); 
joint resolution March 28, 1949 (ch. 36, 63 Stat. 16); act March 24, 
1948 (ch. 144, 62 Stat. 85); January 27, 1942 (ch. 21, 56 Stat. 19), as 
amended August 1, 1942 (ch. 544, 56 Stat. 735), and repealed July 25, 
1947 (ch. 327, sec. 2b, 61 Stat. 451), effective 6 months after July 25, 
1947; May 31, 1941 (ch. 158, 55 Stat. 236). 

Transportation of grain between United States ports on Great Lakes 
by vessels of Canadian registry during 1951. (Act October 10, 1951 
(ch. 459, 65 Stat. 371), provided for the transportation of grain and 
terminated on December 31, 1951.) 

Transportation of merchandise between Hyder, Alaska, and United 
States. (Act of July 30, 1947. ch. 387, 61 Stat. 632, as amended June 
28, 1948, ch. 693, 62 Stat. 1067, provided for the transportation of 
merchandise between Hyder, Alaska, and United States and terminated 
on June 30, 1949.) 
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We are familiar with language contained in section 27 of subject 
act of 1920, and recognize the degree of protection sought in those 
immediate post-World War I years. However, changing | times bring 
need for revising and giving currency to our laws, statutes an 

regulations. 

In 1954, the domestic company purchased, through an affiliate, 12 
barges for the purpose of tr: ansporting its pulpwood from points in 
Georgia, Tennessee, and Alabama to its Calhoun plant. This affiliate 
submitted an application to the Interstate Commerce Commission and 
obtained from the Commission an order exempting it from certain 
provisions of the Interstate Commerce Act to permit it to transport 
its pulpwood. No question was raised concerning the applicability of 
the merchant marine laws to this corporation. Subsequently, the 
company learned of the application of these laws to its barge opera- 
tions, forbidding the ownership of such barges. It promptly informed 
the Maritime Administration of the situation and, with its permission, 
disposed of the barges. It has been advised by the Maritime Admin- 
istration that nothing short of congressional action will remedy the 
company’s position. 

May I point out, emphatically, that this company is not interested 
in going into the business of shipping, or transportation for hire. 
It is the intention of this company and others similarly situate to use 
the inland waterways, and that for a distance of only a few miles. 
It seeks the legislations only in connection with the utilization of 
barges and towboats. Wood would be moved in, and newsprint would 
be moved out. 

The effect of this legislation, if enacted, would make more wood 
available to the plant in Tennessee, which, in turn, would make wood 
available to the South Carolina plant, and stimulate plans for plant 
expansion. 

The United States is now importing much of its newsprint from 
Canada, and the newsprint producers in Canada can ship to the United 
States, in Canadian vessels, cheaper than the Tennessee mill can get 
its products to the same markets in the United States. Such an in- 
equity, I know, should not be imposed upon an industry, with the great 
investments, employment potential, raw materials utilization, and 
economy promotion which Bowaters Carolina Corp. and other sub- 
sidiaries of the Bowaters organization present, 

In this time of business concern, with the considerable unemploy- 
ment that exists, the removal of row crops because of the soil bank, 
and other business conditions, or problems of a similar nature, I hope 
this committee, in its wisdom, will see its way clear to take this step in 
the promotion of more business and more employment. As this opera- 
tion expands, not only will it increase business generally in the areas 
having hardwoods available, but it will, of course, be subject to taxa- 
tion and contribute to the support of this Government through taxes. 

The honesty of this company, its obvious intent to participate in the 
American scene and in the American way, the good will it has created, 
and the recognition which my own State has given its multiple busi- 
ness purposes, all speak for consideration from this great committee 
and the Congress. I am proud to add my voice in this testimony to 
try to help eliminate a provision which I believe should be eliminated 
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from the Merchant Marine Act, and help these people, and others 
similarly situated and that is the purpose of my bill. 

I am grateful to the committee for its time and attention. 

May I say that I got the Treasury report this morning about 9: 15. 
I got caught in tr: aflic and did not get a chance to thoroughly digest it. 

With leave of the chairman, I would like to file a statement regard- 
ing that within the next 3 or 4 days, sir. 

The Cuairman. I think in the case of the coal situation that that 
was because the testimony was that there was no other way of trans- 
porting it. 

The exemption in the Alaska situation was the same thing, that there 
was no other available transportation. I would merely point that 
out. 

I wish to compliment you because you have given some study to this 
matter. I see that they are the two exemptions that have been made up 
to the present. 

Mr. Hempnity. I want to be perfectly honest with the chairman, 
sir. Wemake noclaim that this is the only method. 

The CuatrmMan. I want to to ask one other question, if you will 
permit. What was your statement with respect to imports and exports 
through the port of Charleston? How was this material brought to 
and from Charleston and from where ? 

Mr. Rivers. By rail, sir. 

Mr. Hemreniiy. By rail,sir. It came from Calhoun, Tenn. 

The CHarrMan. It was brought down by rail and now it is pro- 
posed to bring it down by barge ? 

Mr. Hemrnutty. Yes, sir. This legislation would permit us to ship 
by barge not only wood pulp into the plant in Tennessee as raw ma- 
terial but would permit us to ship to the ports of the United States 
by inland waterway. 

The CHatrman. I just wanted to keep to this point of this import 
and export at Charleston and how the material was brought there. 
You say it was brought from Tennessee ? 

Mr. Hempuitt. Yes, sir. 

The Cuarrman. Now it is proposed to barge it from Tennessee by 
some available waterway. I wanted to get that clear in my mind. 
Is that what you meant by that statement ? 

Mr. Hemrniy. Yes, sir. I hope I understand the chairman clearly, 
sir. 

The CHamrMan. Read that part of your statement again. 

Mr. Hempuitt (reading) : 

The Bowater Paper Co. is one of the world’s great paper companies. During 
December 1957, they lifted through the port of Charleston, 8S. C., their 70th cargo 
of woodpulp, produced in their Calhoun, Tenn. piant, for export to Europe. 

The CuHarrMan. You say it is brought there by rail ? 

Mr. Hempuity. Yes, sir. 

The CuatrmMan. If this is permissible, you now propose to bring 
it by water ? 

Mr. Rivers. No. This will keep them competitive on the other end 
because if they cannot be competitive on the other end in production of 

that Ap; it will seriously affect that export. 

The CuarrMan. You propose to transport it by barge in some other 
route, do you, instead of bringing it by rail to Charleston ? 
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Mr. Hempniny. Yes, sir; if the barges were available it would be 
available for two purposes. 

The Cuarrman. Where would the diversionary route be from the 
source of supply? Instead of bringing it by rail to Charleston, how 
would it go otherwise if this bill were passed ? 

Mr. Hemputy. It would go entirely by Inland Waterway, sir. 

The Cuarrman. Where? 

Mr. Hempuity. It would go around the gulf and up the east coast. 

The Caiman. It would come down through the Mississippi you 
mean ¢ 

Mr. Hempuiny. Yes, sir. 

The Cuairman. Now, are there exis sting barge <P ged ition firms 
on that waterway that are operating under existing law 

Mr. Hemputun. There are some; yes, sir. 

The CHatrman. So that these would be competitive to existing 
American operators on that route. 

Mr. Hempuitt. They would not be competitive, Mr. Chairman, 
because of the fact that these people are not asking for a license to do 
general shipping. 

The CHatrMan. I understand. It is to make them an industrial 
carrier. 

Mr. Hempuity. Yes. 


The (HatrMAN. So therefore this cargo would not come through 
the port of Charleston. 


Mr. Hempnity. Yes, sir; it would come to the port of Charleston in 
part and go to other ports, I assume. 

Mr. Rivers. There would be no intention of shipping pulp into 
Charleston by barge. 

The CHarkMan. You say you are shipping it through now by rail. 


Mr. Rivers. That will not affect the pulp. The thing they ship by 
barge will be pulpwood and newsprint. 


The CHarrMaN. I understand. 

Mr. Rivers. The pulp itself will not be shipped into Charleston by 
barge. 

The Cuarrman. I did not care whether it was pulp or wood. I was 
trying to find out what you mean by that statement. That is all right. 

‘Mr. Hempuin. Actually, Mr. Chairman, I might say that the rea- 
son I made that statement was to show the effect on the economy and the 
amount of export which this company had participated in, sir. 

The CHarrman. Under what flag does this material go out of the 
port of Charleston ? 

Mr. Hempuity. I honestly do not know the answer to that, sir. I 
do not want to make a statement 
sir. 

The Cuarrman. Are there any further questions / 

Mr. Youna. Mr. Chairman, I would like to compliment our col- 
leagues on the very fine and impressive presentation of this very impor- 
tant problem. 

I would like to ask Mr. Hemphill this question: As I understand it, 
the Departments do not object to the purpose of this legislation. 
There is some suggestion as to the form of it. Is that true? 

Mr. Hempniti. Mr. Young, when I read the Treasury report this 
morning I could not tell whether they objected from a policy stand- 
point or whether they objected to the form of the legislation. 


when I do not have the answer, 
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Mr. Youne. It was my impression it was chiefly to the form, as I 
understood it. 

The CuHarrman. Mr. Thompson, do you have questions? 

Mr. Tuomprson. Mr. Chairman, I would like to apologize to the 
committee and members who are testifying. 

I might give you this bit of information. Louisiana, which has the 
great fortune of draining 42 percent of the United States through its 
rivers is encountered with a feelers flood this morning. A br idge was 
washed out, and I have been busy trying to get the engineers in there 
on stopgap maintenance on some of our facilities. 

The CuHarrman. This proposition will not help you. 

Mr. THomrson. This will not help me personally, but I have a great 
interest in it. 

The Cuarrman. I am trying to get something on the record here, 
gentlemen. 

Mr. THompeson. I have a great interest in what H. R. 9833 is trying 
to accomplish. I have discussed it at length with our colleague, Mr. 
Rivers, and I fail to find any reason why the American Merchant 
Marine Institute should find any objection to the bill. 

The Cuairman. We will hear them. 

Mr. Tuompson. I only want to indicate that I am wholeheartedly 
for the objectives of this bill and anything that I can do as a member 
of the committee or a Member of this body I want to do to see it pass. 

The Cuarrman. Mr. Tollefson ? 

Mr. Totzerson. I have no questions. 

The Cuarrman. Mr. Allen ? 

Mr. Aten. I have no questions. 

The Cuatrman. We are all Members of Congress. It is the duty 
of this committee to try to establish a record and get this clear on the 
record. I know every Member of Congress here is a fine distinguished 
gentleman, but the time will slip along if we do not get going. 

Mr. THomrson. Mr. Chairman, I was as brief as possible. I am 
ready to go. 

Mr. Hemeuiy. Mr. Chairman, I would like to make two comments, 
if I may, sir. 

The CHarrMan. Yes, sir. 

Mr. Hempuiw. I notice in the report which was given to me this 
morning that the draft bill— 
might give rise to a situation in which merchandise transported by land and 
water, or to a point in a District, Territory, or possession * * * would be sub- 
ject to forfeiture * * *. 

I might point out that the situation as it exists today is that the 
Canadian paper mills can ship the pulp and print into this country 
to the consumer cheaper in Canadian vessels than these particular 
people can get it to the consumer by rail, and that is one of the situa- 
tions with which we are faced in connection with this legislation. 

Another thing is that the objection of the Treasury Department, 
as I understood it, was that it says, “The purpose of engaging in 
coast wise trade”—there is absolutely no purpose, sir, in the Bowaters 
people engaging in coastwise trade. I think it w ould be presuming 
upon the “judgment and experience of this committee for anybody 
to say that that was the purpose of this legislation and that this com- 
mittee would consider anything like that to help even a company which 
is doing as much for the economy in this part of the country. 
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Finally, I would like to point out as my distinguished colleague 
did, that in 1954, when they began using the barges and found they 
were wrong, in their own i they went to the Maritime Com- 
mission and changed their way of doing, and, of course, have not been 
able to use those barges since. 

The Cuarrman. They just got ahead of the operation that would 
have taken place. 

Mr. Hempuityi. Yes,sir. I assume that that is it. 

The CHatrmMan. The committee has no doubt that this is a very 
honorable corporation. That is not the question here. We do not 
question that at all, or I do not. I do not know how the committee 
may feel about questioning the character of the gentlemen who carry 
on this operation. 

Mr. Totierson. A question occurs to me. Since they disposed of 
their barges, have they used any barges ? 

Mr. Hempuitt. I will have to ask one of the gentlemen who is more 
familiar with the operation. I might say that when you questioned 
my colleague a while ago, you asked about the corporate setup. Bo- 
waters South Carolina Co. is an existing South Carolina corporation 
subject to all the existing laws of South Carolina and the United 
States. 

We are very proud to have these people. They have done so much 
for the economy. I have every confidence in the members of this com- 
mittee to write such legislation as will be beneficial and yet will not 
be such legislation as will hurt the shipping industry. 

It is not our intention to do that in any sense of the word. There is 
no hidden purpose in this legislation. We have tried to give you the 
facts here. 

For the purpose of the record, Mr. Chairman, my statement con- 
tains some excerpts from the statutes, and I might say, sir, that I 
studied it only from a legal standpoint. 

In that connection, I will make this final statement. I notice that 
the Treasury Department report says that there are no penal pro- 
visions for the violation of section 27 if section 27 were amended to 
the extent that this legislation seeks to amend it I do not think 
this committee would have any trouble putting in any penal pro- 
visions or such other provisions that might be necessary to insure 
the protection. 

With your leave, Mr. Chairman, I would like to submit for the 
record a statement in reply to the Treasury Department report, if I 
may. 

The CuarrMan. That is perfectly all right. 

(The statement referred to follows:) 

Mr. Chairman and members of the committee, I deeply appreciate your allow- 
ing me to reply to the Treasury Department’s report. I find that the testi- 
mony is so positive to the effect that there is no possibility of fraudulence, that 
I believe it removes any objections they will have. There is no purpose of 
engaging in postwide trade. 

I have every confidence in the ability of your committee to effect legislation 
which will accomplish the purposes which this bill seeks, and I know that after 
hearing the testimony and the brilliant questions asked by the members of the 


committee that all doubt is removed and that we can proceed to effect this very 
necessary legislation. 
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The Cuamman. You understand that I merely had this one report 
read so that you gentlemen who may have not had an opportunity to 
hear it might be aware of what was in the report. That is the only 
reason. We could have justified these reports in the hearings and, of 
course, in our report on this bill, whatever it may be, we would have 
to include them. That was done for your advantage. 

Mr. Hempuity. Yes, sir. 

The Cxamman. We were thinking that you may not have had 
opportunity to hear the report. 

Mr. Allen ? 

Mr. Auten. I have no questions. 

The Cuarrman. Mr. Mailliard ? 

Mr. Marurarp. I have no questions. 

The Cuatrman. Mr. Young? 

Mr. Youne. I have no questions. 

The Cuatrman. Thank you very much. 

Mr. Hempnuiy. Thank you for your time, sir. 

Mr. Rivers. Mr. Chairman, I have Mr. Timmis here of the corpora- 
tion after Mr. Frazier. 

The Cuatrman. We will hear them in any way you desire, Mr. 
Rivers. 

Mr. Rivers. I would like for you to pose any questions. They will 
be available. 


STATEMENT OF HON. JAMES B. FRAZIER, JR., A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF TENNESSEE 


Mr. Frazier. Mr. Chairman and members of the committee, I am 
James B. Frazier, representing the Third Congressional District of 
Tennessee, and I appear here in support of Mr. Rivers’ bill 9833. 
There are several other bills similar to Mr. Rivers’ bill introduced 
by Mr. Reece, Mr. Hemphill, Mr. Baker, and myself. 

The Bowaters Southern Paper Co. is located in the Third Congres: 
sional District. It is one of the largest plants that we have in my 
district. It is located at Calhoun, Tenn., on the Hiwassee River in 
the lower part of McMinn County and adjoining Bradley County. 

I might say that the plant was started there in 1952 and was com- 
pleted, I believe, in 1954. I believe the cost of erection of that plant 
was about $116 million. It employs something like 1,200 employees. 
At least 90 percent of them are citizens of Bradley and McMinn 
Counties. It has really been a godsend to these counties, especially 
during the recession that we have been going through. They have a 
payroll of $8 million or $9 million and you gentlemen, some of you 
coming from the South especially, know what that means to a little 
rural county. 

We are very proud of this plant. It is one of the finest that has 
ever been erected in the United States. I have been through it many, 
many times. It is operated most efficiently. It is, I believe, the larg- 
est. newsprint plant in the South and, as I understood it, if IT am cor- 
rectly advised, it will be the largest probably in America when certain 
additions are made to that plant. 

I believe they contemplate spending another $25 million there in 
erecting additions to the plant. 
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It has employed our people in Tennessee when they needed employ- 
ment and needed it badly. It has done a wonderful thing for our com- 
munity and we are all very proud of the splendid work that this organi- 
zation has done. 

My constituents never cease to praise the fine company and more 
than a few have urged me to do what I can to help the Bowaters people 
overcome a very serious handicap which affects their operation on 
the Tennessee River and other parts of the Inland Waterways System. 
I refer to the provision of the Merchant Marine Act of 1920, which 
forbids Bowaters Southern from owning or operating vessels because 
its equity capital happens to be owned by a Canadian corporation. 

Now, at the time this plant was established there on the little Hiwas- 
see River which flows into the Tennessee River, the company did not 
know that they could not operate these barges. They were unaware 
of that until after they had purchased some of these barges for the 
purpose of transporting their newsprint over the Inland Waterways. 

t is well known that many United States citizens and corporations 
have invested substantial sums of money in the country of our good 
neighbor to the north and, tomy knowledge, the Canadian Government 
imposes no such restrictions on United States operations in its country. 

The CuarrMan. Y ~ know why we do this, do you not ? 

Mr. Frazimr. Well, I do not know why they do it, Mr. Bonner, but 
I presume they do it because they want us to send our supplies up there 
and to do business with them just as we want to do business with them. 

The CuairMan. Go ahead. 

Mr. Frazier. I, therefore, submit that it is incumbent upon us to 
remove this severe handicap to free enterprise and to permit Bowaters 
to have equal access to the natural resources of the great Southland 
in exactly the same way as its competitors. 

I might point out that Canadian paper mills enjoy an advantage over 
Bowaters Southern in that they can in their own ships transport papers 
by water to United States ports at a cost far below those which prevail 
on the railroads in this country since newsprint of the type which Bo- 
waters Southern manufactures is a duty-free commodity. It becomes 
readily apparent that not only can Bowaters not compete on an equal 
footing with other domestic newsprint producers but it is even pre- 

vented from ¢ ‘ompeting with Canadian producers. 

In this connection, it should be remembered that by far the greater 
portion of newsprint consumed in this country is imported from Can- 
ada and we should be encouraging domestic producers not handicap- 
ping them by unnecessary restrictions on their method of transpor- 
tation. 

Mr. Timmis, vice president of Bowaters Southern Paper Corp., is 
here, and will testify, I hope rather elaborately, as to the various opera- 
tions of the plant which he represents. 

I have here a map which I am sure Mr. Timmis will submit to the 
committee a little later, which shows exactly the route. They do not 
intend to ship by barge to Charleston, S. C. They want to follow the 
inland route down the Hiwassee, into the Tennessee, and down the Mis- 
sissippi to New Orleans and then by the inland water route over to 
other places in Texas. 

I am sure Mr. Timmis will file this map with you. It shows very 
clearly that these barges are intended purely for shipment on an 
inner waterway and not to use the coastal route at all. 
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Of course, it will be very advantageous to this company to be 
allowed to operate their own barges. They are shipping some of 
this newsprint by commercial barges but they can operate them more 
economically if they are allowed to own and operate thier own barges. 

If there are any questions that I can answer, I will be glad to do 
so. 
Thank you very much, Mr. Chairman. 

The CHarrman. Mr, Allen? 

Mr. Auten. Mr. Frazier, I am a little uncertain as to how the com- 

pany has been operating up to this point and whether the need for 
arges is due to some change in the size of the plant or the method 

of operation, or whether it is simply to substitute a more economical 

type of transportation for what they are now using. 

Mr. Frazter. Mr. Allen, the company, when it was established in 
Tennessee on this small river there, the Hiwassee, was under the im- 
pression, and they were never advised to the contrary, that they could 
operate their own barges and, as has been testified to here, they did, 
when the plant was first constructed, buy nine of these barges for that 
purpose. Then they were advised that in view of the fact that the 
majority of this stock was held by a foreign corporation, although it 
is a domestic corporation, that they could not operate those barges. 
It was a part of their original scheme to be able to use their own 
barges. 

Mr. Aten. Would it be your opinion that if they do not get a 
right to operate their own barges there might be a tendency to cut 
down their operations in the vicinity of Tennessee and increase them 
elsewhere ? 

Mr. Frazier. I am very much afraid that that might happen. I 
do not know. Of course, I am not thoroughly familiar with the 
operations of the plant. I do not know what they contemplate to 
do. I do know that they are contemplating at this time to increase 
their plant and have been working on that for some little time. 

I wish you could all visit that plant because it is a marvelous plant. 
It is doing a grand job for all the South there. 

The Cuarrman. In what year did they get the barges ? 

Mr. Frazier. They purchased the barges ? 

The CHarmrman. They were operating barges at the time. The 
barges that they purchased were operating barges? Some towing 
outfit was operating these barges ? 

Mr. Frazier. I think so. Mr. Timmis can tell you definitely about 
that because I do not know just exactly when they started to use 
them. It was my understanding that they did have them originally. 

Mr. Rivers. I would like to bring Mr. Timmis to the stand. 

Mr. Petiy. May I ask a question first ? 

The Cuarrman, Yes. 

Mr. Petuy. Mr. Frazier, could not a smart Tennessee lawyer work 
out a corporation to own and operate these barges in which they would 
take a minority interest and have normal capital more or less and loan 
the corporation money and get around the law ? 

Mr. Frazier. I am not in a position to say about that, Mr. Pelly. 
I do not know. 

Mr. Rivers. This company does not want to evade the spirit of the 
aw. 
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Mr. Frazier. I would not be able to answer that. Of course, as I 
understand it, there are certain barge companies that they are using 
now but it costs them a good deal to ship in that manner and they 
could handle it much more economically if they owned the barges 
themselves. 

Mr. Peuiy. I was going to ask if there are presently American- 
owned barge lines that would like to get this business. 

Mr. Frazier. I am not able to advise you about that. I am cer- 
tain you can get that information from the officials of the company 
that will testify. 

The CHarrman. You did say that they were shipping on certain 
barge lines at the present time? 

Mr. Frazier. I had understood so. 

The Cuarrman. Those barge lines are under the regulation of the 
Interstate Commerce Commission as to rates and tariffs similar to 
that which the railroads have. 

Mr. Frazier. Well, I think it is much more expensive to ship by 
rail, as I understood it. 

The CuatrMan. We will not get into that discussion. We know 
what has happened since the Interstate Commerce Commission took 
over the usiibethe tariff rates. 

Mr. Frazier. I thank the committee very much for allowing me 
to appear here. 

Mr Rivers. Mr. Chairman, I would like to present to the commit- 
tee Mr. D. W. Timmis of the Bowaters Corp. He will answer any 
questions which the committee wants to propound. 


STATEMENT OF DENIS W. TIMMIS, FIRST VICE PRESIDENT, 
BOWATERS SOUTHERN PAPER CORP., CALHOUN, TENN. 


The Cuarrman. Mr. Timmis, are you ready to proceed ? 

Mr. Trmnis. Yes, sir. 

The Cuarrman. Will you give your full personal background ? 

Mr. Timmis. Yes, sir. 

Mr. Chairman, honorable members of the committee, I am Denis 
W. Timmis, first vice president of Bowaters Southern Paper Corp., 
Calhoun, Tenn. 

In response to your question, Mr. Chairman, I am an Englishman. 
I have been with the Bowaters organization for some 12 years. Prior 
to joining Bowaters Southern Paper Corp., I was with Bowaters New- 
foundland Paper Mills in Canada. We have a very large newsprint 
mill at Corner Brook in Newfoundland. 

When this project in the South first got under way, I was trans- 
ferred by my company. 

The Cuatrrman. How long have you been with Bowaters in the 
United States ? 

Mr. Timmis. I went there, sir, right at the very start. I went to 
Tennessee in January of 1952. We started constructing this plant in 
June of that year. It came into operation in the summer of 1954. 

The CuarrmMan. From whence did you come to Tennessee? 

Mr. Timmis. From Canada, sir. Before that I was in England. 

The CuarrMan. Yes,sir. You may proceed. 
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Mr. Timms. I am appearing before this committee on behalf of my 
company and respectfully urge the passage of H. R. 9833 which is 
pending before you. 

I should interject here, Mr. Chairman, that any version of this bill 
which meets the objections raised by the Government departments 
would be perfectly acceptable to us and we would be very happy to 
abide by any restrictions which this committee or Government depart- 
ments might wish to impose upon us. 

Bowaters Southern Paper Corp., is a member of the Bowaters or- 
ganization, an international organization engaged in the manufacture 
of new sprint and other paper and pare produc ts. 

Bowaters operate newsprint mills in Canada and have been supply- 
ing newsprint to publishers in the United States since 1938. After 
World War II, it became apparent that a world shortage of news- 
print was developing and Bowaters immediately embarked upon a 
program of expansion. The capacity of its mill at Corner Brook, 
Newfoundland, was increased by approximately 50 percent and at 
the same time a survey was commenced in order to locate a suitable 
site in the United States at which to build a new newsprint mill. In 

making this survey, emphasis was placed on the South as it was be- 
lieved that it was there that the greatest demand for additional news- 
print would develop. This belief has been more than justified by 
subsequent experience. 

Secondly, it was felt that the large number of customers we already 
had in that area could be more efficiently served from a source of 
supply as close as possible to them. We are now supplying over 200 
newspapers, both large and small, throughout the South and it can 
safely be said that they are enjoying much more reliable and efficient 
service than in the past. 

I would like very quickly at this moment to read off very briefly 
some of the customers to whom we supply newsprint: 


The New York Times Cleveland Press 

New York World-Telegram St. Louis Post-Dispatch 

Wall Street Journal The Courier-Journal (Louisville) 
Philadelphia Bulletin Shreveport Times 

Philadelphia Inquirer Birmingham Post-Herald 
Washington Post Chattanooga Times 

Atlanta Journal Virginian Pilot (Norfolk) 

Miami News Charlotte News 

Miami Herald The Knoxville News-Sentinel 
Houston Post News & Courier (Charleston, 8. C.) 
Houston Chronicle Fort Worth Star-Telegram 

Tulsa World Dallas Morning News 

Chicago Daily News Arkansas Gazette (Little Rock) 


Detroit Free Press 


A site was finally selected at Calhoun, Tenn. Other factors involved 
in the selection of this site were- 
1. The availability of a plentiful supply of water; 
2. The _— tbility of pulpwood ; 
3. The availability of power and natural gas; 
4, Soatieed communications, including highways, railroads, 
and accessibility to the Inland Waterway System ; 
A good supply of labor. 
Bowaters Southern Paper Corp. was incorporated in Delaware in 
1951 and its equity capital totaling $26 million is wholly owned by The 


© 
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Bowaters Corporation of North America, Ltd., a Canadian corpora- 
tion. The altter company is in turn a wholly owned subsidiary of The 
Bowater Paper Corp., Ltd., of London, England. 

Bowaters Southern Paper Corp. commenced construction of a two- 
machine mill at Calhoun in 1952 and it came into operation during 
the summer of 1954 with an initial annual capacity of 125,000 tons of 
newsprint. The capacity of the mill was increased to 300,000 tons of 
newsprint per annum by the installation of a third newsprint machine 
which came into operation in January 1957. Work is now in progress 
on the installation of a fourth machine which wil] come into operation 
at the end of this year and will bring the annual capacity of the mill to 
435,000 tons of newsprint, approximately 20 percent of the total pro- 
duction capacity in the United States at this time. Upon completion 
of this installation, a total of nearly $120 million will have been in- 
vested in the mill and timberlands and it will be the largest newsprint 
mill in the United States. 

Except as to ownership of its stock, Bowaters Southern Paper Corp. 
is inevery respect a domestic company. With the exception of a hand- 
ful of Canadians and one Englishman, all its employees (who now 
total 1.400 in number) are United States citizens, all its raw materials 
are obtained in the United States, its entire output of newsprint is sold 
in the United States, virtually all the machinery and equipment which 
has been installed was manufactured in the United States and it has the 
reputation of being one of the most highly productive and efficient 
mills anywhere in the world. It is subject to all the same tax regula- 
tions, Federal, State, and local, as any other domestic corporation. 
All its loan capital, initially totalling $86 million, was subscribed by 
leading United States financial institutions. It is in fact no different 
from any other domestic corporation, except in the one respect re- 
ferred to. 

Our hourly paid employees at Calhoun are organized by four unions, 
namely the International Brotherhood of Pulp, Sulphite and Paper 
Mill Workers, the United Papermakers and Paperwor hers of America, 
the International Brotherhood of Electrical Workers and the Inter- 
national Guards Union of America. Employees in our woods opera- 
tions are also represented by the International Bre therhood of Pulp, 
Sulphite and Paper Mill Workers. We believe we enjoy excellent 
relations with these labor organizations and a representative of one of 
them will testify on this subject. We would further expect to enjoy 
equally good relations with any union representing maritime labor 
which we may subsequently employ. 

Che main raw material oe is pulpwood, the bulk of which is pur- 


chased from landowners in Tennessee and other neigh! poring States. 
hath annual consumption of pulpwood upon completion of the current 
expansion program will be in excess of 600,000 cords, including about 


70,000 cords of hardwood. At that time, the annual payroll will 
exceed $9 million and expenditures for pulpwood will total about 
$13 million per year. These represent extremely important factors in 
a economy of the surrounding area, part icularly when one remempbet 

ut, pulpwood is shipped to Calhoun from nearly 300 different ay 
the great majority of which are in rural area 

[t should be emphasized that, in all the negotiations prior to the 
selection of a site, it had always been understood that the company 
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would be able to own and operate vessels on the inland waterways 
system and the Tennessee River in particular and considerable impor- 
tance was attached to this advantage by the Tennessee Valley Author- 
ity and others interested in our locating the plant in Tennessee. In 
1944, therefore, Bowaters Southern Paper Corp. purchased, through 
an affiliate, 1 12 barges in which to transport pulpwood from points on 
the Tennessee River to Calhoun. This affiliate submitted an applica- 
tion to the Interstate Commerce Commission and obtained from the 
Commission an order exempting it from certain provisions of the In- 
terstate Commerce Act to permit it to transport its pulpwood in these 
barges. No question was raised concerning the applicability of the 
merchant marine laws to this operation. Subsequently, the company 
learned of the application of these laws to its barge operations and 
promptly informed the Maritime Administration of the situation and, 
with its permission, disposed of the barges. The purpose of the bill 
which is now under consideration is to correct the inequity created by 
the shipping and merchant marine acts under which no company is 
permitted to own or operate vessels if its equity capital is foreign 
owned. 

When these acts have been amended, it will be the intention of the 
company to take advantage of the economies of water transportation to 
the fullest extent. 

Any towing vessels or barges acquired by the company will be con- 
structed in the United States and registered and documented under the 
laws of the United States. In the case of barges for newsprint car- 
riage, they will be specially constructed so as to carry the maximum 
tonnage and to reduce to a minimum the possibility of damage in 
transit. 

It should be pointed out that Bowaters can at the present time ship 
newsprint (a duty-free commodity) to practically all United States 
ports in its own vessels from its mills in Canada more cheaply than 
it can transport newsprint from Calhoun, Tenn., even to those markets 
situated on the navigable waterways of the United States. This is 
also true in respect to other Canadian companies. 

House Report No. 573, prepared for the 85th Congress in June 1957 
-_ entitled “Pulp, Paper, and Board Supply-Demand,” states on page 

5 that the estimated consumption of newsprint in the United States 
will be 7,180,000 tons in 1959 and 8,250,000 tons in 1965. Production 
oeheiial in the United States for those same years is shown as 2,400,- 
000 tons and 2,700,000 tons, respectively. It will, therefore, be seen 
that the deficit of domestic production is estimated to be 4,780,000 tons 
in 1959 and 5,550,000 tons in 1965. 
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Instead of the gap between domestic production and consumption 
ts it therefore appears that it will increase by no less than 

70,000 tons by 1965. It is, therefore, obvious that the domestic news- 
point industry must expand at a more rapid pace than was contem- 
plated when that report was prepared. Bowaters Southern Paper 
Corp. must be in a position to participate in this expansion and to 
compete on a fair and equitable basis with other domestic producers 
who are able to take advantage of the natural resources of the areas 
in which they are located. 

Enactment of the proposed bill, or any suitably amended version, 
will permit the company to increase its contribution to United States 
competitive enterprise and particularly to improve its efficiency in 
the distribution of a vitally important product, and it cannot reason- 
ably be said that this legislation, under the limitations imposed by 
the proposed bill, would in any way adversely affect the national 
security of the United States or impinge upon the rights of United 
States labor engaged in maritime industry, nor will it affect in any way 
whatsoever the activities of the United States merchant marine. 

The legislative history of the pertinent sections of the shipping and 
merchant marine laws indicates clearly that the objectives of those 
enactments were twofold: 

(a) To aid in the development of United States commerce and the 
growth of the United States oceangoing and coastwise merchant 
marine through the shipment of United States goods in United States- 
owned vessels ; 

(6) To put the United States in a position to control these vessels, 
particularly those in ocean transport, in the exigency of war. 

These provisions were enacted to protect ‘American shipowners 
against foreign shipping companies so that an American merchant 
marine could be established and developed. No one seriously ques- 
tions the desirability of such objectives. 

Nothing in H. R. 9833 affects these o objectives in any way what- 
soever. H. R. 9833 merely provides that a United States manufac- 
turing company organized and domiciled in the United States but 
owned by noncitizens, which is not a shipping company, which has 
a substantial fixed investment in this country, be allowed, as a minor 
incident to its basic operations, to barge its goods in our intercoastal 
waters. All vessels so used must be built in the United States, docu- 
mented under United States laws, owned by United States corpora- 
tions, and manned by United States personnel. This in no way viti- 
ates the objectives of the merchant marine laws which are, so far as 
pertinent, aimed at foreign owners of fleets of oceangoing and/or 
coastal vessels. Thank you, sir. 
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(The map follows:) 
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The Cuatrman. Mr. Tollefson ? 
Mr. Totiterson. Mr. Timmis, after you disposed of the barges did 


you use any other barges ¢ 
Mr. Timmis. We disposed of those barges, Mr. Tollefson to an 
operator on the Tennessee River. He was good enough to come to 
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an agreement with us under which he would take over ownership of 
those barges and he is now transporting pulpwood for us in those 
barges. It isa very inefficient operation. He was the only operator 
that we could find who would be willing to take over those barges. 

If I might continue a little bit on that point sir, there are several 
reasons why it would be advantageous to us to own barges rather 
than to utilize common carrier equipment. We barge newsprint to 
several points in common carrier barges and we carry a substantial 
proportion of our requirements of pulpwi ood to our mill. 

I might say in clarification of a previous question, sir, that we do 
not and we do not intend to barge pulp from Calhoun, Tenn., to 
Charleston, S. C. 

I might further say that next year when our fourth newsprint ma- 
chine comes into operation, we will not have any surplus capacity of 
pulp which we now have and all of the pulp which we manufacture 
at Calhoun will be fully utilized in the manufacture of newsprint. 

We do have some surplus capacity now and that surplus capacity 
is sold partially in these United States and partially to our own com- 
panies in Europe. 

If I might say, Mr. Tollefson, some of the reasons why we have 
found this to be inconvenient, first of all, of course, the cost of freight- 
ing pulpwood and newsprint in common carrier equipment is very 
much greater than the cost which we could do it for ourselves were 
we able to own vessels. 

Secondly, the equipment that these companies have available to us, 
particularly in the case of newsprint, is unsuited to the carriage of 
newsprint. We have many customers in outlying regions particu- 
larly, shall we say, in the State of Texas. I would like to quote one 
example of a publisher in San Antonio, Tex. We have been shipping 
to San Antonio, Tex., by rail for 20 years. We recently shipped a 
cargo of newsprint to San Antonio, Tex., by barge to Houston and 
then tr anshipped by truck to San Antonio and for the first time in 
his life this customer received a cargo of newsprint that was virtually 
damage free, 

Now, if we could construct barges that were specially built for the 
carriage of newsprint we could, I believe, deliver newsprint to many 
more customers and many other customers completely damage- free 
very much more cheaply than any common carrier can do ‘it and 
these barges would be designed to carry the maximum quantity of 
newsprint. 

There are certain customers in the far distant areas of Texas and 
other States on the fringe of our delivery area where we will just 
not be able to deliver to them at all under present circumstances 
because there are other newsprint mills located close to them who 
‘an deliver to them at costs far below what we can. If we can own 
our own barges and deliver newsprint to these customers we can 
compete with other domestic producers. These particular times we 
are going through now make it, in my opinion, vital that all do- 
mestic producers be able to effect economies and certainly be able 
to compete with each other in distant markets. 

Going back to the pulpwood movement, were we able to own those 
barges we would be able to exercise very much better control over the 
movement. We would be able to say when those barges came into our 
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mill and when they should be shipped back from our mill to the 
loading points. 

Right now we have to wait until so many of them are gathered to- 
gether. The carrier has a tugboat available. He then comes in 
perhaps not the day you want it but 2 or 3 days later. The equip- 
ment is not efficiently utilized and there is insufficient flexibility in 
the whole operation. 

I might also say that were we able to own our own barges we would 
be much better able to negotiate joint water-land rates and routes 
into these distant markets to which I have referred. 

We could also save our customers money in that we could reduce 
the freight absorption which our customers now incur. Some of our 
more distant customers are required to pay part of the freight them- 
selves. We would, therefore, be in a position to pass on to some 
of these customers savings, economies. 

As has been brought out by several of the honorable gentlemen who 
testified, we would in fact be able to compete on an equal footing with 
Canadian suppliers. Newsprint is a duty-free commodity and we 
are unable at the moment to compete to certain points in the United 
States with Canadian suppliers. 

I think it would be also safe to say that we would be better able to 
expand our newsprint production in this country in that it would be 
more certain that we could finance new capacity if we had this ability 
to own vessels. That would undoubtedly help us with additional 
newsprint capacity. 

One obvious reason, of course, is that we would be able to reach 
out into more distant points. 

I think I have dealt rather fully with your question, Mr. Tollefson. 

Mr. Toxiterson. What you are trying to do is put yourself in the 
same position as other industrial carriers are in presently in industries 
which have their own transportation systems. You want to be in 
that same category ¢ 

Mr. Trmmis. That is correct, sir. Some of our customers have told 
us that some of their suppliers do propose to deliver newsprint to 
them by barge and that if we cannot do likewise they may have to 
cancel their contracts with us and transfer those contracts to our 
competitors. 

Mr. Totterson. That is all. 

Mr. Tuompson. Mr. Tollefson, I would say, first, that any English- 
man who saw fit to come to my district and employ 1,400 people would 
be welcome. I wondered if the Interstate Commerce Commission 
would object to your using trucks if you found it economically feasible 
to use your own trucks to transport this pulp? 

Mr. Timmis. We do not own trucks. 

Mr. Tuompson. I say, if you found it economically feasible to use 
trucks instead of barges, would there be any legal restrictions on 
that ? 

Mr. Timmis. No, sir. So far as I know we could buy a truckline 
or a railroad line if we so wished and there would be no objection by 
the Interstate Commerce Commission and no infringement of the 
laws of this country. 

Mr. THompson. It does not seem to hold true that it would be logical 
for objection to be raised or a law to be allowed to remain on the books 
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that would impose restrictions on your using privately owned barge 
facilities. 

Mr. Timmis. I think that is very true. 

Mr. Tompson. If you would go into this particular venture and 
the law would be passed providing that you could use your own barges, 
would you go into the transportation business for any other company 
other than your own product ? 

Mr. Timmis. No, sir. What we want to do is to be free to transport 
in our own barges our own products and our own raw materials and 
we specifically do not want to become a common carrier or a contract 

carrier. 

Mr. Tuompson. How would the enactment of this bill affect com- 
petition with other newsprint companies, Canadian or local ? 

Mr. Trmmis. In the first place, our very purpose in asking for the 
enactment of the bill, as I have indicated, is to permit us to compete 
in areas which we could not reach through public transportation 
because of the costs involved. 

For instance, in locating our mill at Calhoun, we counted on the 
ability to reach the newsprint markets of Houston and other Texas 
points through our own barge system. We have found that we need 
the economies which we can achieve through our own system of barges 
and towboats in order to reach this area. 

This bill or some suitably amended version of it would permit us to 
realize such economies in some areas and, as I said, we would be able 
to pass on a considerable part of those economies to the publishers. 

The passage of this bill would also facilitate competition through- 
out the inland waterway system by enabling us to compete more effec- 
tively with other newsprint mills which have the right to use the in- 
land waterways for the delivery of their products. 

Mr. Tuompson. So far as the hiring of labor is concerned, maritime 
labor would be hired in probably the same numbers by you as it would 
have to be hired by common carriers if you were allowed to pursue this 
endeavor ? 

Mr. Timmis. That is correct, sir. There are no crews, of course, on 
those barges. They are not self-propelling. But there would be 
crews on the tugs, towboats. 

Mr. Tompson. You feel that the passage of this measure would 
be in the public interest as well as in your own interest ? 

Mr. Timmis. I think it is very true to say that it would be. If I 
might expand a little on that, Mr. Thompson, the interest of the 
public arises through the needs of these newspapers. It is universally 
acknowledged, and I think it has been from the beginning of govern- 
ment, that the press is a very basic factor in our national life. News- 
papers are printed on white paper which is called newsprint. In most 
of the postwar years there has not been enough newsprint available 
to satisfy the needs of the press of the United States even though all 
the mills capable of producing newsprint and in fact some not designed 
for that purpose have been run absolutely full and frequently beyond 
their rated capacity. The acuteness of the shortage of newsprint can 
be illustrated be a reference to prices which have been paid by pub- 
lishers for supplies in excess of those which they could get from their 
usual sources. 
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The mills supplying the publishers have, during this period, re- 
frained from charging all the traffic would bear and limited themselves 
to what is generally called the contract market price. Publishers who 
have felt the pressure for additional supplies have paid as much as 
double the contract market price, in fact, up to $100 to $150 a ton in 
excess of the contract market price in order to supplement their regu- 
lar supply. That premium, as I say, up to $100 or $150 per ton is a 
vivid measurement of the pressure for additional peewee int and it is 
largely to meet the pressure that this mill was built in Calhoun, Tenn. 

As the requirements of the United States publishers increase with 
the development of the economy, further newsprint mill capacity will 
be necessary to supply the required paper and, as I indicated before, 
this bill would, of course, increase our ability to help this situation 
with additional newsprint capacity since by facilitating our opera- 
tions to a considerable extent it would make it more certain that we 
could raise the money with which to build this additional capacity. 

Mr. Toompson. Why is it that paper companies have hesitated for 
years to install newsprint facilities, manufacturing plants in the 
United States? 

Mr. Trmmis. One reason, sir, is that it was not until comparatively 
recent times that it has been possible to manufacture newsprint out 
of the raw material available in the South. 

The first newsprint mill was constructed and came into operation 
in the South in 1940. I do not know whether you are familiar with 
Dr. Herty, who was one of the finest citizens this country has ever 
produced. He experimented for many years in the manufacture of 
newsprint from southern pine. The first plant to take advantage of 
his experiments came into production in 1940. 

In addition to that, sir, you may know that in the thirties in the 
depression years, I do not believe there was one newsprint company 
in the world that did not go into bankruptcy or into receivership. 
It was not a very attractive business. 

Several newsprint machines were converted to the manufacture of 
other grades of paper which afforded a better return to the owner. 
One of the main reasons, of course, why the world center of the news- 
print industry happens to be in Canada is because there are vast areas 
of virgin timber available up there for the manufacture of this 
product. 

I donot know whether I have made it clear. 

Mr. THompson. I was wondering about the profit involved. 

Many of the paper companies went into the manufacture of kraft 
or other type papers because, they have told me, the manufacture of 
newsprint was such a risky venture because of the small margin of 
profit in competition with foreign producers. 

I wondered if that had anything to do with it. 

Mr. Trwis. I think that is quite true, sir. If you do not happen 
to be an extremely efficient operator you are not going to last too long. 
You cannot afford te be inefficient in this business. However, I might 
qualify that by saying that most newsprint producers do not solely 
produce newsprint. They find it necessary to go into the production 
of many other types of paper and paper products. 

Bowaters, as a matter of fact, produces newsprint and newsprint 
alone in North America. 
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Mr. Tuompson. Have you ever interested yourself in the use of the 
residue from sugarcane, the pulp of sugarcane in the manufacture of 
newsprint ¢ 

Mr. Timmis. Yes, sir. We have looked into that quite extensively. 
I assume you know that at Lockport, La., a pilot plant was built? 

Mr. THompson. Yes. 

Mr. Trmmis. I believe that if every boxcar in the United States was 
available to us we would not be able to transport enough sugarcane to 
an economically sized mill to keep the thing going. 

Mr. Tuompson. I would like to discuss with you developing another 
plant for that purpose in Louisiana. 

Mr. Timmis. We would be glad to discuss it. 

Mr. Tuompson. I think that Mr. Timmis is really making the rec- 
ord that you wanted, Mr. Chairman. 

The CuarrMan. For the State of Louisiana. 

Mr. Tompson. Louisiana and Tennessee working together very 
closely. 

Mr. Rivers. That is the reason I said in my statement that this was 
highly competitive. I knew Dr. Herty, and I saw the Savannah 
Morning News printed with pine newsprint. I said that is an inte- 
grated mill, the largest in the world. One machine cost $20 million. 
This thing has to be run right. We know a little something about it 
in our country, and it has to be run right. They have to take advan- 
tage of every single economy. 

Mr. Toomrson. To help this record along, Mr. Chairman, the sugar- 
cane-residue pulp makes the whitest newsprint. 

The Cuatrman. If you are going to establish a mill, you might 
come down my way, too. Let me ask you about these bar ges going 
from your plant to Texas. What would be the return freight on the 
barges ? 

Mr. Tris. Sir, that would be something that we would have to 
work out. 

The CuarrmMan. I am interested in paper and mills, and so forth, 
but the question here before us is the question that I want to see if I 
can hold the inquiry of the committee to, and it would be to your 
advantage and to our advantage, sir. 

Mr. Timois. Undoubtedly, sir, it would be uneconomical for these 
barges to be towed all the way back from Texas to Tennessee, empty. 

The Cuarrman. The reason I asked you that question is that you 
raised the point that you were not going to become a common carrier. 
I am looking at this thing in Just as unbiased a way as I possibly can. 
All these ge ntlemen ac ‘ompanying you are my friends, but we would 
be responsible here for this record 1 in whatever we may do, and I do 
not know whether you know it but when we leave here and go a little 

way we are asked a lot of questions, as recent experience has shown. 
If we do not go into them here, we will be unable to answer them 
there. Sometimes we catch it whether we can answer it or not. 
Answer that for me, sir. 

Mr. Timmis. Mr. Chairman, I fully understand your position. As 
I indicated, it would be folly, in our opinion, for these barges to be 
towed back to Tennessee empty. We, as I have indicated, do not want 
to go into the contract or common-carrier business. We would pro- 
»0se to charter these vessels or any vessels that we might own to any- 
Ga who wanted to move freight, shall we say, grain or salt, upstream. 
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Frankly, we have had several inquiries from companies engaged in 
the grain business and in the transportation business. They would be 
more than delighted to see more equipment made available for the 
carriage of certain commodities on the inland-waterway system, and 
we would propose to charter these barges, et cetera, to the common 
‘arriers or to the grain carriers, which, of course, is a bulk exempt 
commodity, or to the grain operators to enable them to make use of 
that carrying capacity to move the commodity, whatever it may be, 
into the markets up around where we have our mill. 

The Cuarrman. You spoke of trucks. You understand that, on 
the franchise rights over the highways of trucks, the industry using 
its own trucks is a private carrier. On the return trip, they are not 
able to bring back a load. 

Mr. Trois. I do not think that is true, sir, if I may contradict you, 
in respect to bulk exempt commodities. 

The CuarrmMan. That might be, but I have had just a little exper- 
ience along that line. I was only developing this to get some more 
light myself and get you to advise me as to what is contemplated 
here in competition to the common carrier now operating on this 
route. 

Mr. Timmis. Mr. Chairman, I have with me Dr. W. H. Joubert, 
who is our traffic manager. He is an expert on these matters. Would 
it be a good idea to ask him to address the committee on that subject ? 

The Cuarrman. These other gentlemen might want to ask some 
questions, but I do think that, for the record, you must develop this 
because there will be other witnesses before this committee and, if 
we do not know what your intentions are, we will not be in a position 
to solve this problem intelligently. 

Mr. Timmis. We would certainly like for the members of the com- 
mittee, sir, to be absolutely clear on what we want to do and how we 
would like to do it. I believe that Dr. Joubert could certainly clarify 
that particular point. 

The Cuarrman. Mr. Allen? 

Mr. Auten. Mr. Chairman. 

Mr. Timmis, you said in your statement that you learned of the 
application of these laws to your barge operation. I am curious as 
to how you learned of the violation that was involved. 

Mr. Trmmis. I can tell you that story, sir. The story is this, sir. 
We went to see our good friends, the American Commercial Barge 
Line Co., in Houston, Tex., with the idea of developing a newsprint 
movement by barge into Houston and to the other destinations in 
Texas which we serve. The idea was that the American Commercial 
Barge Line Co. would construct special barges at our expense and 
they would be our vessels. 

The American Commercial Barge Line would then enter into a 
contract with us to move these barges backward and forward on the 
river. 

One reason, incidentally, why they were so interested in it was that 
they do move a lot of salt upbound on the river, and they were very 
anxious to acquire more carrying capacity in which to move this 
commodity, and it fitted in beautifully with their arrangements. 

We said, “Fine. We will put up the money for you to construct 
these barges for us.” 
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And all of a sudden, he said, “I suppose you are permitted to own 
vessels ?” 

We asked him what he was talking about. He said, “Well, there 
is a restriction under the Merchant Marine Act which forbids corpora- 
tions where more than 25 percent of the stock is owned foreign.” 

We were extremely upset about this, because we already had pur- 
chased these pulpwood barges, and we promptly hired a firm of attor- 
neys, who specialize in maritime matters, to advise us in this connec- 
tion. The result of that was that we decided to go to the Maritime 
Administration and admit that we had made a grave mistake and 
would they kindly permit us to untangle the mess, which they did. We 
happened to find it out purely by chance. 

Mr. Auten. Since that time, has there been any American barge- 
line company that has offered to build suitable barges and do the 
transportation work for you? 

Mr. Timmis. Are you talking about common carriers? 

Mr. Auten. Anybody. 

Mr. Timmis. Well, we are dealing with common carriers now, Mr. 
Allen, all the time. We are moving newsprint by common carriers 
and, as I indicated before, we are moving pulpwood by common 
carriers, but nobody has come and offered to build barges for us. I 
think perhaps the Dravo Corp. did at one time indicate that they 
would be very glad to build some barges for us. We did, in fact, buy 
two, I think, “of these pulpwood barges from the Dravo Corp. 

Mr. Auten. In the hi indling of bar ges of your own as against com- 
mon carriers, is the element i. volved the transportation tax? 

Mr. Timmis. No, sir. 

Mr. ALLEN. You would pay it on one and not on the other? 

Mr. Timmis. No, sir, you would pay it on one as well as the other. 

Mr. Jouserr. We will avoid the transportation tax if we own and 
operate our own barges. We will avoid the transportation tax of 3 
percent. 

Mr. Auten. Is that a substantial item? 

Mr. Jouperr. Yes, it is substantial. 

Mr. Timmis. Our present freight bill is a half million dollars a 
month, which is a substantial item in our cost structure and is perhaps 
the most important field in which we can effect economies and very 
substantial economies. We are talking literally about hundreds of 
thousands of dollars. 

Mr. Auten. Does this difference in the transportation cost bring 
about a point at which you would prefer supplying from a Canadian 
source rather than an American source ? 

Mr. Trmmis. I do not believe so, sir. We can manufacture news- 
print, I believe, more cheaply in our Tennessee plant than we can in 
our Canadian plant mainly because it is brandnew and it is much more 
efficient. It is in the transportation cost where we are unable to 
compete. 

Mr. Auten. Thank you, Mr. Chairman. 

Mr. THompeson. I have one question, Mr. Chairman. 

The CHairman. Mr. Thompson. 

Mr. Tuompson. Speaking of the return trips of these barges, if, for 
instance, we had a surplus production of pulpwood in Louisiana, 
which I think we could, would you ever contemplate on the return 
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trip the purchase of pulpwood in the southernmost areas for trans- 
portation back to your own plant ? 

Mr. Timmis. I believe the answer to that would have to be “No,” sir, 
in that we would not be able to transport pulpwood in the same bar ges 
that would carry newsprint. Pulpwood is an extremely dirty cargo. 

Mr. Tuompson. I see. 

Mr. Timmis. In our pulpwood movement, the barges go back to the 
point of loading empty except for a lot of dirt and bark and stuff that 
falls off the wood en route. 

Mr. Tuompson. That is all. 

The Cuatrman. Mr. Mailliard? 

Mr. Martitarp. I have no questions. 

The Cuarrman. Mr. Young? 

Mr. Youna. I have no questions, Mr. Chairman. 

The Cuatrman. Mr. Pelly? 

Mr. Petry. I have just been looking at the picture of your mill. I 
notice that you use the railroads quite considerably judging from the 
number of freight cars that are in evidence here. Would this pro- 
posed operation of a barge line eliminate quite a lot of freight that 
now goes over the railroads ? 

Mr. Timis. No, sir. In effect, the railroads 2 years from now will 
be carrying a lot more freight than they are now were this bill to 
go through or not. 

Our South Carolina mill, for example, is not on a navigable water- 
way and all its material must come in by rail and its product be 
transported out by rail. As far as we are concerned in Calhoun, 
Tenn., we must expand our pulpwood procurement, Mr. Pelly, in 
order to provide the necessary raw material for the additional output 
of newsprint. Now, the railroad will get some of that additional raw 
material but we would like to be able to bri ing some of it in by water. 

A great deal of it, of course, is not accessible to the river and must 
come in by either truck or rail. 

Mr. Petty. At the moment, as I am sure you know, in another 
committee there is now consideration of measures to subsidize our rail- 
roads and I was just wondering whether this would in turn increase 
the need for subsidization for some railroad. I take it that you say 
it would not. 

Mr. Tiwmis. Certainly as far as Bowaters are concerned the rail- 
road is going to get an ever-increasing quantity of freight. Perhaps 
if they would make their rates a little more c ompetitive they might get 
even more. 

Mr. Petry. In this picture, there is a barge. Is that the type of 
barge that you are talking about ? 

Mr. Tracts. No, sir. That is one of the barges that the American 
Commercial Barge Line is now using in our newsprint movement and 
it is the only suitable equipment that is presently available for that 
freight. 

Mr. Petxiy. But they are very large barges. 

Mr. Trmis. Yes, sir. If we were to build our own they would 

sarry, say, 1,100 tons of paper per trip. 

Mr. Peuiy. In the return tr ip chartered to some other user, it would 
in some measure take from some other carrier freight business which 
they now enjoy, is that not so? 
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Mr. Tixis. I do not believe that that is so, sir. As I understand 
it, there is quite a considerable shortage on the river system of equip- 
ment for the carriage of these commodities. Again, I think Dr. 
Joubert could answer this question very much better than I could if 
he could be permitted to make a statement on that subject. 

Mr. Petty. It is a little aside from the point but I am curious as to 
this question. Do you allow your industrial waste to go into the 
Tennessee River here without ease or do you utilize your waste ? 

Mr. Timis. No, sir. The State of Tennessee has the strictest 
pollution laws in the United States on we operate under the terms of 
a permit which has been granted us by the State department of health. 
It is called a tolerance permit and is subject to cancellation without 
notice. 

This permit imposes certain restrictions on the discharge of in- 
dustrial waste into the Tennessee River. 

We insure at all times that we meet those restrictions at least four 
times the limit. We never want to get closer to the limit than four 
times the limit, if I make myself clear. 

Mr. Petty. In your Canadian operations, do you have similar 
treatment plants or restrictions ? 

Mr. Timmis. Well, it so happens that both our Canadian plants are 
on ocean waterways and they are not faced with the problem that they 
would face if they were inland. I think the Canadian plants have the 
same problem that we have if they are on a river 

Of course, as far as the Tennessee River is concerned, it is a very 
great recreation area, and I think one has to be doubly ee not to 
harm the use of that waterway. 

Mr. Petty. I certainly am glad to hear about the State of Ten- 
nessee. We have our problems out in the State of Washington. The 
pulp mills there take the position that it would be very costly to meet 
certain very high requirements and we have water that we are very 
anxious to preserve. 

I think Tennessee is very wise to have those limitations. 

Mr. Trmnis. I think there are very many old mills, sir, which have 
been discharging their waste rather indiscriminately for many, many 
years. 

The State governments have become aware of this problem and 
have started trying to restrict this discharge and, of course, it would 
represent a very substantial investment for a going concern to have to 
install the necessary equipment to handle that waste. 

We fortunately knew about this law before we built the mill and 
made provision in the construction. We went to the State depart- 
ment of health before we built the mill and said, “What do you want 
us to do?” 

I think I am right in saying that we spent about $2% million on 
putting in whatever they asked us to put in. 

Mr. Petty. Could you tell me, have you investigated the possibility 
of a separate corporation in which you would only own a minority 
interest but with a nominal capital and by loaning the funds you could 
operate actually without any change in the law? 

Mr. Trmis. Yes, sir. We have investigated that very fully. In 
fact, we have tried to find any way to get around this problem which 
was satisfactory to us. As you know, you are not permitted, under 
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the terms of the present law, to own more than 25 percent, so, nat- 
urally, of course, you have no control over the thing, and I believ e the 
law states that you are not permitted to have any control, actual, 
fiduciary or any other type of control. Of course, we would have no 
operational control of the ¢ ompany. In effect, we would, of course, be 
dealing with a common carrier 

Mr. Peuiy. That is the real nub of the problem, is it not ? 

Mr. Timmis. Whatever savings can be realized by such a movement 
would, of course, be reduced by the profit element and by the fact that 
the other 75 percent of the owners would presumably want their share 
of the profits. But when we get back to the basic fact, sir, if a Ca- 
nadian company can own vessels to deliver newsprint to U nited States 
ports, why should not we be able to. 

Mr. Petty. It would only be because you are in competition with 
possibly some other barge lines on the river. 

Mr. Timmis. No, sir. I do not think that is the reason. I do not 
frankly. 

I do not believe that that has anything to do with it. 

Mr. Pexiy. I certainly share the ‘feeling of my colleague, Mr. 
Thompson, that we would like to have a plant built whether by an 
Englishman or a Scotchman, if they would employ a lot of our peo- 
ple. I think we consider the Scotch to be efficient managers. It is 
only within the last few years in the State of Washington that we have 
allowed foreign corporations to own property. 

_ The law was changed specifically to allow certain operations to come 
in. 

I would feel no prejudice against you on that account. 

Mr. Timmis. You heard the Congressman from South Carolina 
state that the law of South Carolina was also changed, and I might 
say, unanimously by the two Houses of the State legislature, to permit 
us to buy the land on which to build a mill. Under the constitution 
of the State the legislature is required to limit the amount of land that 
a foreign corporation can own. I think it was 500 acres. They 
added three zeroes on to the end of it and we were mighty pleased. 

I appreciate your remarks with respect to Scotchmen. I cannot 
agree with you, however. 

“Mr. Pexry. If you notice the Powell River people in British Colum- 
bia always seem to have Scotchmen run their plants where we get our 
pulp. 

Mr. Timnis. You rarely find a seagoing vessel sail without a Scotch- 
man on board and very seldom see a paper mill without a Canadian 
aboard. 

Mr. Petry. I thought the British always had Scotchmen run their 
banks in London. 

The Cuatrman. In your statement, on page 4, you say you were as- 
sured of this operation by the Tennessee Valley Authority. What 
did the Tennessee Valley Authority have to do with this? 

Mr. Timmis. Mr. Chairman, as I indicated in the statement, we 
started looking for a site. 

The Cuairman. I donot want to belabor this. 

Mr. 'Timmis. When we started looking for a site we had maybe 30 
sites under consideration and I think at least 20 of — were on the 
Tennessee River and, naturally, we went to the Tennessee Valley 
Authority to seek their advice in this regard. 
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In addition to that, of course, we were interested in a supply of 
power, and in the event that we located in the Tennessee Valley, we 
intended to buy power from the TV A. 

The Cuatrman. How much cheaper is the power that you use from 
the Tennessee Valley Authority than the power that your competitor 
uses from, we will say, the Virginia Power Co. or some other power 
company ¢ 

Mr. Tris. I honestly could not answer that question, sir. 

The Cuairman. Is there a difference? 

Mr. Trmmis. I would say that there probably is a difference. 

The Cuatrman. All right, sir. 

Just below that part of your statement, you say: 

In 1954, therefore, Bowaters Southern Paper Corp. purchased, through an 
affiliate, 12 barges in which to transport pulpwood from points on the Tennessee 
River to Calhoun. This affiliate submitted an application to the Interstate 
Commerce Commission and obtained from the Commission an order exempting 
it from certain provisions of the Interstate Commerce Act. 

Who was this affiliate and what was the exemption and who gave it 
the exemption ¢ 

Mr. Timmnis. The affiliate, sir, was another subsidiary company of 
our parent corporation. 

The Cuatrman. What is the name of it? 

Mr. Trmmis. It is called East Highlands Co. 

The Cuarrman. Where is that? 

Mr. Timmis. East Highland Co., I think I am right in saying, is 
a Tennessee corporation which we set up. It is rather a complicated 
Story. 

After we had finished building this mill we ran out of money, sir. 
Under the terms of our bond indentures we were not permitted to 
borrow money over and above that which we had already borrowed. 
However, we found it necessary to raise more money so we created 
another subsidi: ary of The Bowater Corporation of North Americ: 
which was designed to purchase timberlands primarily. 

We wanted to be able to continue buying timberland. 

Then when we had the idea we would buy these barges this com- 
pany was able to borrow money from a bank and buy these barges. 

Now, the order which was obtained from the Interstate Commerce 
Commission, sir, as I understand it, exempted this company from 
going through a common carrier. 

Is that correct ? 

Mr. Jounerr. That is right. We had two companies called East 
Highlands and Hiwassee Land Co. East Highlands was going to hold 
the barges and the Hiwassee was to conduct the operation. 

We found, after reading the Interstate Commerce Act, that although 
we owned 100 percent of ‘the stock of both corport ations, it was illegal 
to have that sort of arrangement. We went to the Interstate Com- 
merce Commission and disclosed the problem that we faced, and under 
this particular provision of the law a division of the Commission, 
three members voted unanimously that they would permit East High- 
lands to charter the barges to Hiwassee Land Co. so that Hiwassee 
could conduct the operation. 

The Cuatrman. How long did you operate ? 
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Mr. Jousert. We operated from about 1954 around June or July, 
I believe, up until about the end of that year. It was not too long 
that we conducted this operation. 

The one \IRMAN. What is your full name, for the record, sir ? 

Mr. Jou BERT. W. H. Joubert. 

The CHAIRMAN. Who are you, sir? 

Mr. Jounerr. I am the traffic manager of Bowaters Southern Paper 
Corp 

The Cuarrman. What is your background ? 

Mr. Jounrerr. I was born in the State of North Carolina on Novem- 
ber 1, I won’t say when. I taught in the universities and colleges of 
the South for about 12 years. I was with the TVA for 6 years, and 
I have worked with Bowaters for 5 years. 

The Cuarrman. All right, sir. Thank you. 

Now, gentlemen, we have no authority to meet when the House is 
in session. 

Mr. Tuompson. May I ask one question ? 

The CuatrMan. Mr. Thompson. 

Mr. Tuompeson. Did you receive a certificate of necessity from the 
Office of Defense Mobilization when you constructed this mill, Mr. 
Timmis? 

Mr. Tiwmis. Yes, we did, sir. 

Mr. Tuomprson. This is a nitrating mill, is it? 

Mr. Trmis. It is a pulp mill and the product could be used to make 
high explosives in the event of emergency. 

Mr. THompson. It is one of the type that can be converted overnight 
to the manufacture of high explosives ? 

Mr. Timis. Right. 

The CHarrMan. Let me ask these other two gentlemen, Mr. White 
and Mr. Kenney, how much time will it take you, gentlemen ? 

Mr. Wuirer. About 10 minutes for me. 

The CuarrmMan. Mr. Kenney ! 

Mr. Kenney. About 10 or 15 minutes, Mr. Chairman. 

Mr. Rivers. Did you want to ask the traffic manager, Dr. Joubert, 
any questions, Mr. Chairman? He is available. 

The Cuarrman. I donot have him listed. 

Mr. Rivers. He is available for any questions. 

Mr. Trwmis. I thought he might be able to answer one of those 
questions you asked. I “do not believe I dealt with it very adequately. 

The Cuarrman. We will take a recess until 3 o’clock this ee noon. 

(Whereupon, at 12:20 p. m., a recess was taken until 3 p. m., this 
same day.) 

AFTERNOON SESSION 


The CHarrman. The committee will come to order. 
The next witness will be Dr. Joubert. 


STATEMENT OF W. H. JOUBERT, TRAFFIC MANAGER, BOWATERS 
SOUTHERN PAPER CORP. 


Mr. Jousert. Do you wish me to make a statement ? 

The CuarrmMan. The counsel wants to ask you some questions. 

Mr. Drewry. Dr. Joubert, one question was asked earlier and the 
point was raised by Mr. Rivers in regard to the export of pulp. Is 
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this mill you are talking about at Calhoun, the one from which the 
pulp is exported ? 

Mr. Jousert. Yes, sir. 

Mr. Drewry. That is the 70,000 to 80,000 tons that has gone through 
the port of Charleston ? 

Mr. Joupert. Yes, sir. 

Mr. Drewry. Seventy shiploads, I think you said. 

Mr. Jousert. He said 70 cargoes. 

Mr. Drewry. What is acargo? 

Mr. Jouserr. It doesn’t seem to add up just exactly right. I think 
that is the total number of cargoes. A cargo amounts to about 3,200 
to about 4,000 gross long tons and we shipped about 70 of those through 
the port of C ‘charleston. 

Mr. Drewry. The chairman asked a question of one of the earlier 
witnesses about what ships the cargo went on. Do you have any 
information on that? 

Mr. Jounert. Yes. That cargo moves on ships which are chartered 
by the Bowater Trading Company of London. We have used mainly 
the ship of the Gorthon Line, which is a Swedish concern. Also we 
ship that cargo from Charleston to our London mills on our own 
ships. We have within the Bowater Corp. a fleet of about 17 ocean- 
going ships in which we ship wood pulp. 

Mr. Drewry. What flag are they / 

Mr. Jousert. They are ‘British flag ships. 

Mr. Drewry. British-Canadian, or just British ? 

Mr. Jounrert. Well, now, we own some ships that we took over 
from the Mersey Mill that are probably Canadian flag. We have 
about five of those. Then we have many more ships than that which 
are under the British flag. We have many more ships than the ones 
we took over from the Mersey Mill which are under the British 
flag. 

Mr. Drewry. These are in full cargo lots, are they ? 

Mr. Joupert. Yes, sir. 

Mr. Drewry. They are chartered ships? 

Mr. Jounerr. The Gorthon Line ships are the chartered ships, but, 
for example, the Elizabeth Bowater, and the Sarah Bowater, and 
the Nicholas Bowater are all our own ships. They are not chartered. 
They are all private ships. and the ships of the Markland Co., which 
is a subsidiary of our Mersey Mill, are our own ships. However, 
we also ship that woodpulp in chartered ships of the Gorthon Line. 

Mr. Drewry. How about newsprint? Do you export that, too? 

Mr. Jousperr. We export a very small and insignificant amount of 
newsprint. 

Mr. Drewry. Did I understand Mr. Timmis this morning to say 
that when you get your new machinery in at Calhoun you will then 
discontinue your pulp export ? 

Mr. Jovnerr. In all probability the export of wood pulp from Cal- 
houn through Charleston to our London markets will dwindle to a 
mere trickle. It is already declining. We will virtually discontinue 
the foreign export of wood pulp manufactured at the Calhoun mill, 
but we are of course erecting a mill at Catawba, S. C., and a consider- 
able proportion of that wood pulp will be exported abroad through 
the port of Charleston. 
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Mr. Drewry. So when you drop off your Calhoun mill it will be 
made up or maybe even exceeded through the Catawba mill? 

Mr. Jousert. Just about double the quantity that is going, and we 
are already the second largest shipper of dry-cargo freight through 
the port of Charleston, as Mr. Rivers said this morning. 

Mr. Drewry. At one point Mr. Timmis mentioned a case where in 
a certain area you would become noncompetitive if you couldn’t ship 
by barge and that the competitor would outdo you in that case. Does 
the competitor barge? Does he have his own barges ? 

Mr. Jouserr. We are not acquainted exactly with what the Mobile 
mill of the International Paper Co. is doing. We do know that they 
proposed to barge. Their traffic manager has told me that they pro- 
posed to barge from Mobile. Remember, too, they are building this 
very large mill at Pine Bluff, Ark., whic -h gives them a great distance 
advantage over us to Sherman and Victoria, Tex., and we want to hold 
those markets. 

Mr. Drewry. Just one other question. Mr. Thompson commented 
on trucks and railroad, as to whether there was any restriction. Have 
you looked into the question whether there is any comparable kind 
of restraint in the aviation laws regarding the use of airplanes? 

Mr. Jouperr. No, sir; we haven't looked into that. We have no 
interest in that subject and we haven’t looked into it. 

Mr. Drewry. That is all, Mr. Chairman. 

The Carman. You have plants in Canada and you have plants 
in other parts of the world, do you? 

Mr. Joupert. Yes, sir; we have mills in England. 

The Ci:arrman. You have your own oceangoing fleet ? 

Mr. Joupert. Yes, sir. 

The Cuatrrman. When one of your ships comes into Charleston and 
discharges its cargo, does it bring cargo for the mill of your company ? 

Mr. Jounerr. No, sir. 

The CrAarrman. You do not import any cargo at all? 

Mr. Jounert. No, sir. Just occasionally in a case like, for example, 
at Catawba, we have occasionally brought in a crane. 

No. Wait. That came by United States Line ship. I don’t recall 
anything we have imported in one of our Bowater vessels. 

The Cuarrman. With respect to these barges that you seek to oper- 
ate yourself, would they carry your manufactured product to a port 
and then load on your ships for export ? 

Mr. Jousert. That is a possibility, but we do not contemplate do- 
ing that in our present plans. For example, you might say go to New 
Orleans and then load it on, § say, a like ship to go to South Americ a, 
but we don’t have any plan to do that now whatsoever, sir. 

The CuatrmMan. You do not plan to pick up any imports and de- 
liver them through your barge line to 1 or 2 or 3 destinations? 

Mr. Jouperr. No, sir. We have no plan like that whatsoever, sir, 
on foreign export or import. 

The Cuatrman. All right, sir. 

Mr. Journerr. You might be interested to know that we do bring 
newsprint in from our Corner Brook mill to New York, Philadelphia, 
and so on. 

The Cuarrman. Where is that ? 

Mr. Jousert. That is in Newfoundland, which is a province of 
Canada. 
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The Cuamrman. You bring newsprint into the United States ? 

Mr. Jouperr. Yes, sir. 

The Cuamman. At the port at which your oceangoing ships come 
in, would you put that ms iterial on barges and then distribute it to your 
dealers up and down the coast ? 

Mr. Jousrerr. No, sir. We have never done that except during the 
war, and then that came through the Great Lakes. We did at one time 
deliver a few cargoes to Nashville, Tenn. We brought them into the 
Great Lakes and I think we unloaded them at Chicago and came down 
to Nashville. 

The i AIRMAN. That came in the Mississippi carrier lines / 

Mr. Jounerr. Yes, sir. 

The CHaiRMAN. That wouldn’t be one of your carriers ? 

Mr.. JOUBERT. No, sir. 

The Cuairman. Would you contemplate that under this? 

Mr. Jounert. No, sir; we would not contemplate doing that. Never 
would we do that. 

The Cuarrman. Thank you. 

The next witness is Mr. White. 

Mr. White, will you identify yourself for the record ? 


STATEMENT OF PAUL E. WHITE, INTERNATIONAL REPRESENTA- 
TIVE, INTERNATIONAL BROTHERHOOD OF PULP, SULPHITE, AND 
PAPER MILL WORKERS 


Mr. Wuire. Yes, sir. I am Paul E. White, and my title is inter- 
national representative of the International Brotherhood of Pulp, 
Sulphite and Paper Mill Workers. 

Mr. Chairman, I am here to represent our international union along 
with three subordinate local unions at Calhoun, Tenn., at the Bowater 
Southern Paper Corp. Out of the 950 hourly paid employees work- 
ing there, our international union through these locals represents 
approximately 800. 

Our membership there at Calhoun has known for quite some time, 
and some of the fellows have talked with me during this past year, that 
their company, and I imagine that it came about as a result of the 
necessity of having to sell these tugs, needed to be able to use the 
inland waterways in order to remain competitive; and at the same 
time, of course, they were looking after their interest in that when 
their company remains competitive, of course it gives them full-job 
security. 

When this hearing was set up the locals contacted our international 
union and requested that we send a representative to appear before 
this committee, and to join with the company in urging the committee 
to look with favor on any changes that might bring about the permis- 
sion of Bowaters to use the inland waterways. 

First of all, let me say this: That my only interest here is to repre- 
sent those 800 people back in the mill and their families. I may make 
some statements here that may be helpful to you gentlemen when you 
go into your deliberations and make a decision in 1 this case. 

As was pointed out this morning, Bowater Southern started opera- 
tions in the summer of 1954. Immediately our international union 
along with the International Brotherhood of Paper Makers and the 
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International Brotherhood of Electrical Workers set about to organize 
the workers there in Calhoun, Tenn., and try to bring about to them 
the benefits that the rest of the southern paperworkers enjoyed. 

In July of 1954 we entered into a contract with Bowaters and that 
contract has been renewed each year since that time with an upward 
revision in wage rates each year and additional employee benefits. 

Will you please hand those out ? 

You may not want to look at those now, but I just thought I would 
extend to each one of you a copy of the |: abor agreement. ‘That con- 
tract is a very good contract. We are proud of the benefits that we 
have been able to negotiate from Bowaters. 

We have enjoyed during these past 4 years a very good working 
relationship with Bow aters. We have not lost 1 mintite of production 
time as a result of work stoppages and disputes. I don’t mean to 
imply by that that Bowaters is an easy mark. They are not. They 
are pretty rough at times and we have our ups and downs. We will 
probably continue to do that as long as we are trying to get more 
and they are trying to keep it. However, this contract we are very 
proud of because, while not too different from the other contracts in 
existence in the paper industry, it sets out very clearly the certain 
concepts of the American trade-union movement and the complete 
idea of labor-management relations in this country. 

We have in it, of course, a statement and a clause stating that 
management has the right to manage their business. There is nothing 
unusual about that. We recognize it and we want the workers to do 
it. Itisin there. 

Then at the same time we have certain clauses in there that safe- 
guard the rights of the workers. I don’t want to be rambling too 
much, but I think that maybe this might be of interest to you: 

When Bowaters came to the South and we entered into the first 
negotiations with them, one of the real problems that we faced, of 
course, and as you always do, was setting up a wage structure, a wage 
schedule in a contract. 

We have been having quite a few difficulties up until that time with 
certain industries that did not recognize the responsibilities and skills 
of certain employees. For instance, the spread between a bottom job 
in a plant and a top job was very small. The incentive for a man to 
really apply his skills and initiative was almost destroyed. We have 
worked on that in the paper industry and with the help of the com- 
panies we have been able to do something about it and Bowaters feel 
right in line and assisted us so that now in the South, and in the paper 
industry, there is a 57 percent spread between the bottom-rated job 
in the plant and the top-rated job, which gives the worker the incentive 
to progress. 

At Bowaters it is 61 percent. This is the thing that really flabber- 
gasted me, and we have experienced, I and quite a few of our repre- 
sentatives, in this setting of a wage schedule that would put a small 
spread there and would leave unrest; it would destroy that incentive 
of employees and leave quite a bit of unrest. 

I don’t know too much about the automobile industry, but it is a 
very basic industry in our economy and we have just made a study 
here and it shows that from the bottom rate in the automobile industry 
to the top rate in a plant, and there are several classifications between 
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that now, there is only a 27 percent spread. In the aircraft industry 
it is something better, 47 percent. In oil, 38 percent. In rubber 
there is a 33 percent spread, and in steel a 48 percent spread. 

That was a problem that we faced and I just wanted to throw in 
here that Bowaters was willing to recognize it and help us solve that 
problem, so that today we are very proud of the rates in the pulp and 
paper industry and Bowaters has joined in to assist the employees in 
setting up an equitable rate structure. 

I know very little about maritime law or any law, for that matter. 

The CrarrmMan. Before you leave this contract rate, this is a uni- 
form contract in all paper mills, is it ? 

Mr. Wurre. Yes, sir; it is. 

The Carman. When you sign one you sign practically all, is that 
not right ? 

Mr. Wurire. Yes, sir; that is right. 

The CuairmMan. So there is no difference between your mill and any 
other mill ? 

Mr. Wuirtr. Basically there is no difference in the labor cost. 

The Cratrman. I mean the same contract applies to all paper mills 
generally ? 

Mr. Wuirte. Yes, sir; generally speaking, that is right. 

As I stated, I don’t know anything about maritime law. Since 
T have been here I have talked with the maritime unions and have 
asked them about these changes and I am told by them that they are 
not opposed to changes in the law that would permit Bowaters to use 
the inland waterways system. In fact, they have told me that they 
are in favor of such legislation. 

I have listened this morning and it has really been an interesting 
experience for me. It seems to me that if we are going to say here to 
people—I think Mr. Thompson brought it out and Mr. Pelly this 
morning—that we are happy to have these people come into our com- 
munities and into our diflerent States and put up industry that would 
put to work people and build the economy up, if we say that, we encour- 
age them to come in, and I believe that some one pointed out that 
South Carolina has just passed laws that would allow Bowaters to 
come in there, and I believe that Mr. Pelly and Mr. Thompson said 
that they would be willing to let a Scotchman come in, and I imagine 
if he was from southern Ethiopia it wouldn’t make too much differ- 
ence, either, if he can put 1,400 people to work. 

However, it seems to me if we are going to extend the privilege for 
a company to move in and invest millions and millions of dollars and 
also give them the privilege of, you might say, paying their share of the 
taxes and living in our country, doing business in our country, it just 
does not make sense to me that we would then turn around and take 
away one of the privileges that they must have to operate and compete 
in a free enter prise system. 

Unions have been accused from time to time, and rightly so in some 
instances, of holding up progress, getting a company in a position 
where they couldn’t compete. I work all over the southern pup and 
paper industry and I know what is happening. At least I think I do. 
The inland waterway system is being developed in the State of Ala- 
bama. I know that because I live on the Warrior River, and I know 
that the president of the Gulf States Paper Corp. there is also the presi- 
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dent of Warrior River development project. ‘That will some day work 
into the inland waterway system all the way to Mobile. 

Companies now are using barges “a transporting pulpwood to 
their mills. At International Paper 'o., in Georgetown, our union 
happens to represent 7 tugboats that otis 40 percent of the pulp- 
wood that is used into the mill. It is an 1,800-ton-a-day mill. 
That did not displace the railroads. It just cut down on the trucks. 
The company pulled their trucks off the road. The railroads are still 
shipping in. However, 40 percent of all of the pulpwood used is 
being brought in by barge and I think that to say to one company 
that they just can’t do it is unfair. 

As I have said before, my interest is to represent the workers. 
They asked me to urge you to look favorably upon this legislation, 
and in so doing if you do that I know that you will not only be en- 
larging the welfare of the workers and their company but also the 
entire community of east Tennessee and, for that matter, because of 
the timberland that they own, 5 States—covering parts of 5 States. 

That is all I have. 

The Cuarrman. Are there any questions ? 

Mr. THompson. No questions. 

The Cuarrman. Mr. Tollefson ? 

Mr. Totierson. No questions. 

Mr. Youne. No questions, Mr. Chairman. 

Mr. ALLEN. No questions. 

Mr. Petry. I have just one question, Mr. Chairman, if I may. 

As I understand, you feel that the workers under this exemption, 
and organized labor, I assume, would not in any way suffer. 1 
wonder if you have thought of some of the other operations that 
come under the regulations on the return haul of these empty barges, 
as to whether actually it would not displace members of Maritime 
Union’s organized representatives, and whether you have checked 
with those Inland Boatmens Union or Masters, Mates, and Pilots, or 
other A. F. of L. unions to see if they were worried about the effect 
on their organization. 

Mr. Wuire. I haven’t checked with the Masters, Mates, but I have 
checked with a couple of maritime unions and that subject actually 
we didn’t go into. You may have something there. 

Let me get this straight. Will there be a return ? 

Mr. Petty. The testimony this morning was to the effect that it 
would not be an economical operation unless these barges, having de- 
livered their company product, would in turn be chartered or leased 
for return haul. 

Mr. Wuire. I am sure that if International Paper Co. is operating 
barges now, and they are, and they own them themselves, that is 
something that is happening now in the industry, and if in order to 
own the barges and operate them the company has to bring back 
something, then, of course, I think they should do it. 

Mr. Petry. They come back. They would bring a cargo which 
was exempt from transportation tax, as I understand, and also exempt 
from other regulation and therefore if there were competing opera- 
tions it would be damaging to them and in turn affect members that 
manned those other operations. 
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You might find that there was opposition which you do not know of. 

Mr. THompson. Would the gentleman yield ¢ 

Mr. Petty. I do. 

Mr. THompson. Was it your understanding that the return voyage, 
under charter at least, would be exem pt from the transportation act ! 

Mr. Petiy. That is what I thought the testimony was searli ier today. 

Mr. Pactietnk, I would like to have that cleared up, Mr. Chairman, 
if it could be. 

Mr. Matiutarp. I would assume from the testimony we had that if 
parties brought their cargo back for themselves they would not pay 
atax. If they brought it back for somebody else, they would. 

Mr. Tompson. Could Mr. Joubert answer that 

Mr. Jouserr. On the return cargo the barges would be leased only 
to common or contract carrier barge lines hauling freight at either a 
published rate or at a contract rate, and the tax would continue to 
apply, say, per ton or however the tax now applies at the 3 percent. It 
would apply on the rate or on the freight bill. 

Mr. Peixy. I think that is an important point and I am glad that 
you raised that because I think in this case then it becomes a common 
carrier and the fear that I had would be that it would be undermining 
existing common carriers. 

Mr. Jouserr. The point is that we would make available equipment 
to these barge lines in periods of equipment shortage. In most of the 
period after World War II there has been a very, very serious shortage 
of barge line equipment on the inland waterway system and this would 
make that equipment available. It would increase the sum total of 
tonnage moving on the inland waterway system and it would increase 
employment of this man’s union, and of the master-mates and pilots 
union, and of the National Maritime Union. 

Mr. Petty. I think we ought to have the testimony of the barge 
lines that would be affected rather than from you, for example, who are 
the user. 

Mr. Matuirarp. Mr. Chairman, may I ask the doctor a question? I 
think the testimony this morning indicated that the return haul might 
be as you suggested, or it might be a straight lease to parties carrying 
their own cargoes. Wasn’t that what was said ¢ 

Mr. Jounert. I would like to clear up that point. 

As an owner of barges we would have authority to lease our equip- 
ment only to carriers. We are specifically forbidden in the law to 
lease our barge equipment to other shippers. There is only one com- 
pany on the inland waterway system that we know of that has the 
authority to what we call bareboat charter equipment to shippers. 
That is the West T eapsinnde Limestone Co. in Nashville, Tenn. We 
are specifically forbidden to charter that equipment, the boats or the 
barges, to other shippers. 

Mr. Mainurarp. How did that particular company get it? Is that 
a ruling of the Interstate Commerce Commission ¢ 

Mr. Joupert. No, sir; it is a grandfather authority that they got 
from a barge line, the Barrett line, which had operated in that man- 
ner, and it is the only one that had operated in that manner prior to 
1940 when we enacted this water carrier regulation, so it is the one 
that has full authority. There are some other carriers that have 
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limited authority to do that. West Tennessee is the only one that 
has that authority. We couldn’t bareboat charter to anybody. 

Mr. Marurarp. In other words, you would not be able to make 
your equipment available, for instance, to the people that are ship- 
ping salt northbound? You would have to charter the equipment 
to acommon carrier whose services they could then employ ? 

Mr. Jounerr. As I understand it, that is the ruling, that we would 
not have authority to bareboat charter for any purpose. If we did 
that. we would be in violation of the law. That is my understanding 
and we, you know, at one time tried to charter bareboat, that is, just 
charter the barges, and we looked everywhere and we finally found 
this West Tennessee Limestone Co. that had that authority, and it 
was the only company that had. It is a dormant right. Nobody is 
using those rights that we know of at the present time. 

The Cuarrman. Thank you, sir. 

Thank you, Mr. White. 

Mr. Kenney, please identify yourself for the record. 


STATEMENT OF WILLIAM F. KENNEY, VICE PRESIDENT AND 
GENERAL COUNSEL, SHELL OIL CO. 


Mr. Kenney. Mr. Chairman and members of the committee, my 
name is William F. Kenney. I am vice president and general coun- 
sel of the Shell Oil Co. I was born in Kansas City, Mo., and have 
worked for the Shell Oil Co. for over 20 years. 

In this area of a technical statutory noncitizen under the United 
States shipping laws, I think that probably our company has had more 
experience than any other concern. Therefore, I hope in some ways 
I may be helpful to the considerations of this committee. 

I am appearing in support of the principle involved in H. R. 9833 
on which these hearings are being held today. 

To me the best way to address myself to the problem before this 
committee is to use Shell Oil as sort of a case history. At least 
then I will be discussing this problem within a factual framework 
that I know something about. 

Shell Oil is incorporated under the laws of Delaware. 

It has been actively engaged in the oil business in the United States 
for over 40 years. 

All of its officers are United States citizens. 

Thirteen out of fifteen of its board members are United States 
citizens. 

Over 98 percent of its employees are United States citizens. 

All of its business is conducted in the United States—its oil and 
gas production, its refineries, and its distribution of petroleum 
products. 

I might say that so far as imported crude oil is concerned we 

have the smallest percentage allocation with relation to refining 
capacity of any oil company east of the Rockies. I think that the 
quota that we have been given for the i importation of crude oil is 
3,500 barrels a day. Our di aily crude production in the United States 
with allowables having been cut down is now running about 320,000 
barrels a day. The percentage of our quota to refinery capacity is 
about 114 percent and that is the lowest percentage which has been 
allotted to any refining company east of the Roc kies. 
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Last year we paid taxes to the United States and State and local 
governments of almost $90 million. 

Its stock is listed on the New York Stock Exchange and its stock 
and debentures are widely distributed among United States in- 
vestors. 

Its interest in the United States shipping laws is with respect to 
the coastwise or inland waterway transportation of its own crude 
and its own petroleum Peon ts and to marine services necessary to 
its own production operations offshore Louisiana and Texas—in the 
Gulf of Mexico. I think that we are the biggest single operator off- 
shore at this time. And in this connection I would like to point out 
that Shell Oil is one of the largest operators and payers of royalty 
we offshore Federal leases. 

[ do not know of any other substantial oil company which is so 
committed to and dependent on the economy of the United States. 

And yet under the United States shipping ‘laws Shell Oil is a non- 
citizen because over 25 percent of its stock is indirectly controlled 
by noncitizens. I say indirectly because this controlled block of stock 
is owned by another United States company, a New Jersey com- 
pany, Shell Caribbean Petroleum Co., which has a business objective 
entirely separate and distinct from the ow nership of Shell Oil stock, 
and the Shell Caribbean Petroleum Co. stock in turn is foreign con- 
trolled. You might be interested to know that ultimately in our stock 
control, this controlled block, 60 percent of the stock, ends up in the 
Royal Dutch Co. in Holland and 40 percent of it in Shell Transport 
& Trading in England. Thirty percent of Royal Dutch stock is 
traded in the United States. It is traded on the New York Stock 
Exchange. 

A substantial part of the Shell Transport & Trading stock, which 
is also traded on the New York Stock Exchange, is ‘also owned in 
the United States, so if you look at the benefic ial ownership of our 
stock over 50 percent of it is ultimately owned in the United States. 

Now, let’s see where Shell Oil stands under the United States 
shipping laws. 

Again, however, I would like to reiterate—we are interested only 
in shipping and other marine services as an incident to our primary 
business objectives of finding and producing crude oil, refining it, and 
selling and distributing its products. We are not in the least inter- 
ested in engaging in shipping for hire in competition with United 
States shipping interests. 

So far as we are concerned, we have no back haul problem, because 
so far as the water transportation of oil products is concerned by 
either tanker or by inland barges, on the back haul they travel empty. 

Now, getting back to Shell’s operating status under the United 
States shipping laws: 

First. Under section 27 of the Merchant Marine Act of 1920 (46 
U.S. C. A. 833), merchandise cannot be transported between points 
in the United States in any other vessel than a vessel (1) built in the 
United States, (2) documented under the laws of the United States, 
and (3) owned by a citizen of the United States. 

I h: ave always considered the transportation of merchandise between 
points in the United States to be synonymous with coastwise trade as 
the latter term has been used throughout the shipping laws, I have 
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always wondered whether transportation for hire isn’t implicit in 
both terms, and whether proprietary transportation of one’s own goods 
comes within either term; also whether equipment and supplies for 
one’s own use, and raw materials for one’s own manufacturing opera- 
tion are “merchandise” within the same statutory provision. But I 
have never found anyone in the Maritime Administration, in Customs, 
or in Coast Guard who would agree with either such construction. 
Consequently, because of section 27’s requirement that merchandise 
can only be tr ansported between points in the U nited States in a vessel 
owned by a United States statutory citizen of a corporation whose 
stock is more than 75 percent controlled by citizens, Shell Oil is pre- 
vented from transporting in its own vessels its own crude oil for refin- 
ing and its own petroleum products for distribution and its own 
equipment and supplies for its own offshore production operations. 

Thus Shell is in the unique position of being denied the flexibility 
of operations permitted every other United States oil company to own 
and operate its own vessels. And this is particularly significant when 
you consider that over 90 percent of the tanker tonnage operating 
between the gulf and the east coast, excluding tonnage in Shell Oil and 
Government service is owned and operated by oil company competitors. 

Second. Under section 37 of the Shippimg Act of 1916 (46 
U.S. C. A. 835), during a period of emergency declared by the presi- 
dent, Shell Oil may not acquire or charter or enter into a contract 
for the construction of ary vessel without Maritime Administration 
approval. We have been in a period of declared emergency since the 
beginning of Korea. The term “vessel” is so broadly “defined in the 
shipping laws so as to cover a submersible drilling platform for off- 
shore operations or a rowboat to tie up at a refinery dock. However, 
by General Order 58, the Maritime Administration has given general] 
approval to the sale, charter (other than bareboat), constr uction con- 
tract for and delivery to a noncitizen of an undocumented vessel but 
only if such vessel does not exceed 40 feet in length and 50 horsepower. 

That takes care of the rowboat to tie up at the refiner y dock. 

By General Order 59, the Maritime Administration has also given 
general approval to time or consecutive voyage charters to a noncitizen 
but only for a period not to exceed 6 months. 

You may by this time wonder how Shell Oil, subject to these com- 
petitive restrictions, has been able to stay in business for the 40 years 
earlier mentioned. 

This we have been able to do because of the expeditious processing 
by the Maritime Administration of our requests for necessary ap- 
provals on charter and contract of affreightment arrangements. 

However, as a matter of policy, the Maritime Administration—]! 
believe I am correct in this—has never permitted the bareboating of 
uny vessel to a statutory noncitizen for transportation along rec ognized 
avenues of commerce, so the bareboating of vessels for the purpose of 
transportation has never been permitted to us or to any other non- 
citizen, so far as I know, by the Maritime Administration, and, of 
course, by the language of the statute itself, we are foreclosed from 
owning vessels which are engaged in transportation of merchandise 
bet ween points in the United States. 

Were we to be suddenly given the right to own and operate our 
own coastwise tankers and inland waterw ay tugs and tows, I do not 
think that we would make any change in our present arrangements. 
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For the committee’s own information, I would say that our refinery 
capacity in the United States is about 540,000 barrels a day and 
one-third of the output of the refineries moves by the coastwise trade, 
by tanker, one-third of it moves along the inland waterways by barges, 
and about one-third of it moves by pipeline, so inland water way trans- 
portation and coastwise transportation are actually the equivalent of 

sach other so far as our operations are concerned. 

Ninety percent of our water transportation at this time moves unde~ 
these long-term either time charters or contracts of affreightment 
which have Maritime Administration approval. 

When I said earlier I do not think we would make any change in 
our present arrangements, and I assume these are things that the 
members of the committee are interested in, because I think we have 
had this problem for a long time, it is due to the fact probably that I 
think we would be influenced largely by cost. 

We actually think that we can get our transportation on the outside 
probably cheaper than we can provide it ourselves, and the reason for 
that is that in the oil business you have a very low labor cost. It is so 
highly mechanized. As a result, in the oil industry you have probably 
the highest level of employee benefits that you have in any one industry. 

In our own company the cost of our employee benefits runs about 
27 percent of payroll. If we set up our own marine department with 
the extensive manning it would require, it would come within the 
framework of our benefit plan and whereas the outside shipping 
rights are not subject to the same benefit costs that we would be, 
even though we have to pay a 3 percent transportation tax, which 
we would not have to pay if we own our own tankers and our own 
barges, I think we in the end would find that it would probably be 
more economical to use outside transportation rather than our own. 

I think, also from a standpoint of petroleum products and crude- 
oil transportation, equipment is fairly standardized. There is a 
large amount of equipment available. It is not specialized equipment 
like the Bowater people were talking about, and I think that our 
problem, from the standpoint of the need for our own equipment in 
this area of transportation, is a little different than it would be so 
far as Bowater is concerned. 

Such a change, would, however, provide us a flexibility that we never 
had before. It would enable us to evaluate our present arrangements 
against our own coverage of future expansion. Further, it would 
enable us to enjoy the economics of time chartering beyond 6 months 
and of bareboating United States-flag vessels. 

Today, as a statutory noncitizen, for us to take a time or consecutive 
voyage, charter beyond 6 months, we have to get the Maritime Admin- 
istration approval. As I have said before, they never have permitted 
the bareboating of vessels for transportation purposes to a noncitizen, 
and, even though we were not thinking in the terms of buying and 
owning our own vessels, we would have this greater area of flexibility 
so far as time charters and bareboats were concerned. But here is 
where we are actually pinched tight in our operations, and that is 
when we come to the fleet of small craft that we need to service our 
offshore and Louisiana swamp operations, such a change would afford 
us a flexibility we sorely need. 

As I said before, we are the biggest offshore operator in the business. 
Today we have to contract for these services, and I am talking about a 
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fleet of small craft that is used for the purpose of transportation of 
personnel back and forth from shore bases to offshore rigs. They 
are used for the transportation of supplies and equipment from shore 
bases to either swamp or offshore rigs. For example, we must keep a 
crew boat with an operator at all times available at each offshore rig 
so that, if someone falls off the rig, we have a boat available to fish 
him out. We need small supply boats running back and forth from 
shore base to marine drilling locations, which may be tied up for 
intermittent periods at either end with an operator always in 
attendance. 

As the operator comes with the boat, he is not available for work 
on the rig. Most of his time is spent sleeping, eating, fishing, or play- 
ing checkers. If at a swamp well we want to move a barge of crude 
from the wellhead just a quarter of a mile to a tank bs atter y, we must 
hire someone from the outside to spend a couple of hours coming into 

the field to handle the movement for us, rather than to have our own 
transportation readily available, and then in a couple of hours taking 
the tow and the barge back to his base. These illustrative operating 
problems and many like them face us, hour to hour, in our operations. 

And this is the place where we are actually operating at a competi- 
tive disadvantage on a completely uneconomical basis. It is really the 
place where, so far as we are concerned, we seriously need present 
relief. 

Now, let’s appraise the consequences of a bill which would permit a 
United States manufacturing or mining company which is essentially 
United States managed and United States operated, although more 
than 25 percent foreign controlled as to stock, to own and operate 
vessels between points in the United States for the transportation of 
its own raw materials, supplies, and products as an incident to its 
primary industrial business. 

First, we would retain the first requirement of section 27, that such a 
vessel must be built in the United States. Thus, United States ship- 
yards would be assured of this business. 

Second, we would retain the second requirement of section 27, that 
such a vessel must be documented under the United States flag. Thus, 
the vessel would have to be staffed by United States-citizen officers and 
seamen and would have to meet the safety and other standards pre- 
scribed by the Coast Guard. 

Third, the change in citizen owned in section 27 would be so limited 
that a company with more than 25 percent of foreign stock control 
could not engage in transportation for hire. Thus, it could not com- 
pete with the take away for-hire business from United States for-hire 
shipping interests. The only existing business which United States 
for-hire shipping interests could possibly lose would be the proprietary 
transportation of a company’s own shipping requirements. Thus, 
the outside shipping interests could still compete by convincing the 
company that they could do a better job for the company than it could 
do itself. 

Mr. Pelly, as I was telling you earlier with respect to your friend 
in Portland who handles our marine transportation on the west coast, 
when we asked him what his attitude would be with respect to this bill, 
he said it would be simply this, and that is if he couldn’t do a better 
job for us in a business in which he had had the years of experience 
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which he has had in it, than we could do for ourselves, then he ought 
to get out of it. 

Further, it is only in the area of bulk transporation, such as oil or 
newsprint, that it would be attractive to even consider using and oper- 
ating one’s own vessels as an incident to the company’s primary busi- 
ness purpose. Consequently, we are not, even within this area of 
proprietary transportation, facing any cataclysmic loss of business 
to existing for-hire carr iers. 

If the committee is sympathetic to the above objective, then the 
pending bill does not do the job. It is too restrictive in scope, being 
limited to tows and tugs on inland waterways, and even then it does 
not meet all the technical requirements necessary to accomplish this 
limited objective. We have taken the liberty of attaching to this 
statement as an appendix a tie-in of the several statutory provisions 
which bear on noncitizen ownership and operation with ‘the pending 
bill, and a second appendix in which is set forth the various sections 
of the statutes which have some application to this problem. 

We will be glad at any time to consult and work with this committee 
and its staff in this legislative field. Iam sure that we can be helpful, 
as we probably have had as much experience with these problems as 
any other concern. 

Many thanks for your patience. 

I would like to supple ment this statement in the light of some ques- 
tions that were raised this morning as to the purposes and objectives 
of this legislation and whether they conform to rd 7 and prin- 
ciples of the present shipping laws. Those policies as applied to non- 
citizen ownership were stated in the 1920 act and were reaffirmed in 
the 1936 Transportation Act. 

We several times have gone back and reviewed the full legislative 
history behind the 1920 act, read all of the debates on it, read the com- 
mittee reports, and there is not any question but that what they were 
primarily concerned about in passing this restriction on noncitizen 
ownership was caused because, as the law then read, it provided that 
a vessel to engage in the coastwise trade must be owned by a citizen, 
and, as long as a corporation was incorporated under the laws of one 
of the States of the United States, it was a citizen, and what was 
happening was that the foreign shipping interests were setting up 
largely dummy United States companies to acquire vessels and to 
operate them in the coastwise trade in competition with the United 
States shipping interests. 

As to those vessels, in the time of war and in the time of emergency 
there was always a danger that they would be withdrawn from United 
States ports and taken out of the jurisdiction of the United States. 

So the purpose of tightening up on the shipping laws back in 1926 
was to assure the development of a United States merchant marine 
which would always be available to the United States in times of peace 
and in times of war. 

That policy was largely reaffirmed by the statement of policy in the 
1936 Transportation Act. 

When you lay the objectives of this bill or the principles of this 
bill which are before this committee at this time against those policy 
objectives, as so expressed, they conform to the objectives of the 1920 


bill. 











52 DOMESTIC SHIPPING PROBLEMS 


You have a company that is basically a United States operating 
company. It is controlled by United States citizens. The master and 
the seamen on the vessel have to be United States citizens, so there is 
no opportunity there that in the time of an emergency or a war there 
is no occasion or possibility that the vessel would be removed from 
United States waters and outside of the jurisdiction of the United 
States. 

Further, this bill would only permit the ownership of vessels by 
anybody subject to foreign contro] where it was an incident to some 
other basic business objective and with the fines and forfeitures which 
the shipping laws provide for their violation, and that is transferring 
a vessel from United States flag or taking a vessel which is registered 
United States flag for coast wise trade out of the jurisdiction of United 
States waters, with all the assets, and I take, for ex: imple, the Shell 
Oil Co., where we have in the United States all of our officers being 
United States citizens, it would be absurd to imagine that, apart from 
the fact that we are United States citizens and would feel our pri- 
mary obligation to the United States Government, we would think 
of turning these vessels over to some foreign power merely because 
there was a remote foreign stock control present in our company. 

I have tried to think this problem through, and I might say, also, 
that we have gone through all the debates and all the committee 
reports from the standpoint of seeing whether the subject of pro- 
prietary transportation as an incident to some other business pur- 
pose was ever considered or was ever discussed in the development 
of the 1920 act and we cannot find where it was ever considered at all. 

Actually, I think that the only company which was subject at all 
to foreign control back in 1920 with respect to which it could have 
ever been brought up was Shell Oil Co., and at that time the only 
marine operation we were interested in was a very, very limited marine 
operation on the Pacific coast. We did not have a refinery on the gulf 
and we did not have a refinery on the Mississippi waterways. It was 
just a problem that there was no reason to consider at that time. 

I think that the objectives of this recommendation absolutely con- 
form completely to the policies and objectives which were behind the 
noncitizen limitations as they were written into the 1920 act, because 
their objective was to prevent foreign shipping interests from com- 
ing over here and under United States dummy subsidiaries competing 
with United States shipping companies. 

To me the only principle that is involved now from a standpoint 
of not recognizing this area of proprietary transportation that we are 
talking about is to protect that business, irrespective of whether 
serves national policy from the standpoint of building up and de- 
veloping the United States merchant marine, whether it is to protect 
that business for the present outside shipping interests. 

Actually, as I have tried to think of what other companies that are 
subject to any degree of foreign control that would be interested in 
proprietary transportation, I have been unable to think of any other 
company beside Bowater and ourselves. 

I know Schlumberger, which has their head office in Houston, is 
interested in vessels, but not for the purpose of transportation, but 
just to have small craft available for well-surveying jobs in offshore 
operations, so there is not any big volume of proprietary transporta- 
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tion that is involved in the consideration of this bill from the stand- 
point of the present shipping interests losing any business, as I 
see it. 

Mr. Chairman, that concludes my statement. I will be glad to 
answer any questions. 

The CuatrmMan. You bareboat charter in overseas transportation ? 

Mr. Kenney. We have no overseas transportation. We did bring 
in some pipe from Germany during the pipe shortage in the United 
States. We do not sell any of our petroleum product outside of the 
United States. 

We sell some lubricating oil for export, but the people who buy it 
from us are the exporters rather than ourselves. 

As I said, we are a very nominal importer of foreign crude and 
that comes in from Venezuela at this time under foreign flag. 

The Cuarrman. If this bill were enacted, would this permit you 
to operate tankers in the coastal and intercoastal trades? 

Mr. Kenney. Coastal and intercoastal. Are you asking me if this 
bill were enacted or if the bill, as amended, to cover coastwise trans- 
portation? If it was amended to cover coastwise transportation it 
would permit us to own and operate tankers coastwise and in the 
intercoastal trade. 

As I said, Mr. Chairman, with all the facts right out here on the 
table so that you can understand them, two-thirds of the output of 
our refinery moves by water and one-half of that moves by inland 
waterways and one-half of it moves by coastwise trade, so coastwise 
trade is no more important to us than inland waterway transporta- 
tion is. 

The Cuatrman. If you were to go into the operation of tankers, 
would they be foreign-flag or Americ an 2 

Mr. Kenney. No. sir. “They would have to be American-flag vessels 
to engage in the coastwise trade. That is a statutory requirement. 

The Carman. If you were to operate otherwise ? 

Mr. Kenney. We really have no occasion to operate otherwise 
because we just operate in the United States and we are certainly not 
interested in getting into the foreign shipping business. 

These days the oil business gives you enough headaches without 
getting into the shipping business. 

The Cuarrman. Mr. Tollefson ? 

Mr. Totierson. Mr. Kenney, you have done what I have not done 
and that is to read all the hearings and reports and law that were 
passed ahead of my time here. 

Mr. Kenney. We have read them 2 or 3 times, Mr. Tollefson. We 
have lived with this problem. 

Mr. Totiterson. Was there anything in the hearings or in the reports 
indicating that anybody back in 192 1) was interested in inland water- 
way transport: ition 2 

Mr. Kenney. Mr. Tollefson, may I ask an associate of mine who 
read the reports, rather than myself this last time if he is aware of 
any of that subject being raised ? 

This is Mr. Stone, an associate of mine, Mr. Chairman. 

Mr. O. L. Stone. My recollection is that they spoke generally about 
the coastwise trade. ‘However, in the 1920 and I think the statute 
read that no merchandise could be transported from one port in the 
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United States to another port in the United States except in a vessel 
built in the United States and documented under our laws and owned 
by citizens. Later that was changed to the prohibition of the trans- 
portation of merchandise between points rather than between ports, 
but in the general discussions, I think they used the term “coastwise 
trade” rather than speaking specifically of inland waters. 

Mr. Totierson. You do not recall reading the term “inland water- 
ways”? 

Mr. Srone. I have no present recollection of seeing it in that 
material. 

Mr. Totierson. Thank you. 

Mr. Kenney. I think that actually, of course, the inland waterways 
in 1920 had not been developed to the extent that they have today and, 
as I said earlier, there was not any question but the problem they 
were facing up to was these foreign shipping interests using U nited 
States subsidiaries who were United States citizens under the then defi- 
nition or applicable statute to engage in direct competition with for- 
hire shipping interests in the United States. 

Mr. Tottrrson. That was my impression without having gone back 
and having read all the earlier hearings and reports. 

Thank you, Mr. Kenney. 

As I read your statement and heard your testimony, this particular 
bill pending before us in your estimation is not broad ‘enough to do the 
things that you might possibly like to do? 

Mr. Kenney. For example, apart from whether it covers coastwise 
transportation, it will not start to cover our problem on servicing our 
offshore drilling operations, what we call the mosauito fleet. that 
we need out there, and, of course, when you talk about equipment being 
short on the inland waterw ays, that type of equipment down along the 
gulf is almost impossible to find and I would like to impress, if I have 
not already done so—I hope I have done so—upon you the real problem 
that we have as the largest open ator under Federal leases of operating 
out there under this service arrangement daily that we have to operate 
under, because we cannot own these small craft—they are not bisr 
boats—these small craft that we need to c arry equipment and supplies 
back and forth and personnel back and forth. 

The CuarrmMan. What size boat isit? Sixty-five feet ? 

Mr. Kenney. I would guess that the crew boats that we use to take 
our personnel out there and back are under 65 feet. 

Mr. Srony. I think that most of them are under 65 feet. 

Mr. Kenney. I understand most of the crew boats are 55 feet. 

So far as the self-propelled barges that we use for equipment and 
supplies, I would say they would be over 65 foot and most certainly the 
barges that we use for the movement of crude, both within the field 
and the swamps and from field to terminal storage points, would be 
over 65 feet. 

Mr. Totxierson. That is all, Mr. Chairman. 

The Cuarrman. Mr. Thompson ¢ 

Mr. Tuomrson. Mr. Kenney, in that connection, on page 5 of your 
testimony you mentioned something about the personnel sleeping, eat- 
ing, fishing, or playing checkers. Those are only a few of the things 
our good Louisianians do not want interfered with. 

Mr. Kenney. Iknow. Mr. Stone talks about some card games. He 
says they do not play checkers. They play bourree. 
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Mr. THompson. I am one of those who likes to join them once in 
awhile. I would hate to see them go out of existence. 

Under this bill as written, could you then begin to operate all of 
your own equipment ? 

Mr. Kenney. Under the bill as written it would apply only to the 
operation of barges and tows and tugs along the inland waterways. 
That would not cover either coastwise transportation or would not 
cover this mosquito fleet that we need in connection with our offshore 
production operation. 

Mr. Tuompson. Is it not true that most of your other major oil 
comp: oresn here by contract ? 

Mr. Kenney. You are talking about the offshore marine service? 

Mr. Santana Yes. 

Mr. Kenney. I think most of them own their own equipment. They 
may supplement their own equipment with local services, but most of 
them own it and I am reasonably sure of that because we have been 
discussing with some of the other companies some problems that we 
have had that they do not have, because they are operating with 
their own equipment. 

Mr. THompeson. Actually your operators of these mosquito fleets, 
as you call them, could not be used for other types of work, could they, 
after they reached the destination with personnel ? 

Mr. Kenney. Using, for example, the fact that we keep a boat tied 
up at an offshore drilling rig at all times, and it is there only for the 
purpose of having a boat there in case of emergency, if somebody falls 
off the rig or if there is an accident on the rig and a man has to be 
taken off the rig to the land, we have to keep a boat tied up there all 
the time and the operator on that boat, of course, cannot be used on 
the rig. 

If the company could own that boat and operate that boat, then, of 
course, one of our regular men on the rig could run the boat if it 
had to be taken in. 

Those boats that are tied up at the rigs are not used for the trans- 
portation of personnel back and forth. They are just tied there for 
emergency purposes. 

Mr. THompson. Under present conditions, you must have a con- 
tractor operator there, too ? 

Mr. Kenney. Yes. The operator comes with the boat and he is 
there 24 hours a day. 

Mr. THompson. Could you not charter such a boat and have your 
own personnel operate it ? 

Mr. Kenney. We might. It is possible the Maritime Administra- 
tion might permit us to bareboat charter that type of a boat. I know 
that they have the discretion to give us a bareboat charter on the 
equipment that is used for transportation of supplies and equipment, 
and I am not really sure whether that discretionary authority applies 
to the bareboat charter on a boat used for personnel purposes. I can 
check that and let you know if you feel you would like the answer. 

Mr. Titompson. I am talking about this checker boat when it is 
tied uptothe rig. Ithink you can under present law. 

Mr. Kenney. I know we cannot do it without Maritime Adminis- 
tration approval. 

Mr. Tromrson. That is right. You have no problems there. 
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You said they have been very expeditious in handling your request. 

Mr. Kenney. That is right. 

Mr. TuHomeson. You feel that other companies operate more of their 
own craft in this service than they do under contract hire? 

Mr. Kenney. I know that they operate their own craft to a much 
larger extent than we do and I know that some of them use almost 
entirely their own craft. I know that some of them use the services 
of local people to supplement their own craft. 

Mr. THompson. You feel that these men who are really efficient 
experts in the operation of these mosquito boats could not prove 
to you that they can do it more economically than you can, the same 
as you mentioned that the other types of shipping do? 

Mr. Kenney. Our problem there from the standpoint of economics 
is that they are tied up so much in lay time, both from the standpoint 
of transportation of equipment and supplies and personnel, that they 
will bring personnel out and then they are tied up there for some 
time, and even they may be out there 8 hours or 16 hours before the 
next shift is coming off to go back to shore. There is a lot of lay 
time there. 

Mr. THomrson. What would you do if the boat belonged to you? 
Would not the same conditions prevail ? 

Mr. Kenney. We could use the operator on the boat for some other 
purpose than just sitting around in the boat waiting for the next 
crew that was to go back to shore. 

Mr. Tuompson. To what extent are your workers organized in 
these operations by unions? What percentage? 

Mr. Kenney. I am ashamed to fell you that I am not sure—our 
refineries, of course, are all organized—but I do not think our exporta- 
tion production operations are organized. We do not have a union 
contract. We do on the west coast, but east of the Rockies our pro- 
duction employees are not organized. 

Mr. THompson. And you believe now you can take a pilot who is a 
highly skilled and technically trained man and you could use him 
2 hours, say, running the boat and the other 6 that day doing roust- 
about work or something else. 

Mr. Kenney. I think we would have a greater degree of flexibility 
with him than we have at the present time. I cannot tell you to what 
extent we could use him. I can only tell you that our people tell me 
that we do not have the flexibility there that other companies have. 

Mr. Tuompson. I hope you do not do away with the bourree, Mr. 
Kenney. 

That is all, Mr. Chairman. 

The Cuarrman. Mr. Allen? 

Mr. Atien. Thank you, Mr. Chairman. 

Mr. Kenney, would it be your opinion if the cases of these 2 com- 
panies had been presented to the Congress at the time these laws 
were passed that exemptions of the practices which each of your 
companies would find agreeable would have been made in the law? 

Mr. Kenney. Mr. Allen, it would be impossible for me to know 
what the Congress would have done back in 1920. I know the matter 
was not considered, at least so far as the debates and the hearings 
and the committee reports were concerned. I feel convinced in my 
own mind that if this area of proprietary transportation had been 
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considered it probably would not have been covered within the re- 
striction, but that certainly is presumptuous on my part, Mr. Allen, 
to imagine what Congress would have done back in 1920. 

Mr. Aen. I thought you might have an opinion, and I am quite 
sure I am not going to read all those hearings to get one of my own. 

Thank you, Mr. Chairmen. 

The CuHarrmMaAn. Mr. Young. 

Mr. Youna. I would like to thank Mr. Kenney for an excellent and 
impressive presentation of this situation. Actually, Mr. Kenney, if I 
understand the situation, both as to the Bowater Co. and as to Shell, 
and possibly Schllumberger, this situation is applicable only to a very 
special group that is labori ing under a handicap because of our labor 
provision is that correct, and does not apply to a large segment ? 

Mr. Kenney. Those are the only three companies that I know would 
be conceivably interested in this legislation, other than one other com- 
pany that I just recall, and that is there was a Dutch company that 
buys grain along the Mississippi River and transships it at New Or- 
leans, and I know whenever these people run into their shipping prob- 
lems they will go talk to the Maritime Administration and the Mari- 
time Administration generally tells them to come and talk to Shell, 
and there was some lawyer who came to me about 2 years ago that was 
interested in moving grain down the Mississippi River for tr ansship- 
ment to Holland, and he just asked me how we handled our transpor- 
tation arrangements along the Mississippi River, and I cannot recall 
the name of the company that he was representing. He was a New 
York lawyer. 

Mr. Youna. Mr. Kenney, with regard to the possibility that this 
proposed legislation could be amended to provide for your coastal 
operations, shipment of products, say, from your gulf refinery to the 

east coast, actually in that eventuality you would not be at all com- 
petitive even to the extent, say, of the Bowater group with common 
carriers. In other words, your tankers, American-flag ships, would 
take your products to the east coast, and they would come back in 
ballast, actually ? 

Mr. Kenney. That is right. 

Mr. Youna. There would not be the necessity of coming back with 
cargo to make the trip. I would like to simply make the observation 
that it seems to me if there is anything basic to our free-enterprise 
system, it is the right of a company or organization to do themselves, 
in their own operation, that which they can either do better or cheaper 
or more efficiently than they can hire it done for, and that is simply 
what you are asking here of this committee and of this legislation. 

Mr. Kenney. That is right, Mr. Young. 

Mr. Youne. Thank you. 

Mr. Kenney. There is one thing I did not mention that might be of 
interest to the committee, and that is we do not have petroleum prod- 
ucts anyplace that move through common carriers. We move pipe 
down from Pittsburgh down to the gulf by common carrier. We 
would never think of using our own facilities for that, because it is 
intermittent transportation, but so far as the movement of petroleum 
products are concerned, either crude or refined products, they do not 
move by common carriers. Where you use outside shipping, they move 
either under time charter or voyage charter, rather than at common- 
carrier rates, 
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Mr. Youne. That is all, Mr. Chairman. 

The Cuarrman. Mr. Ray ? 

Mr. Ray. No questions. 

The Cuarrman. Mr. Mailliard ? 

Mr. Mariurarp. No questions. 

The Cuatrman. Mr. Pelly ? 

Mr. Petty. Thank you, Mr. Chairman. 

It is very obvious, Mr. Kenney, that you have made quite a study 
of this legislation, and I was just wonderi ing if your emphasis in dis- 
cussing it with other witnesses before you is not more in line with 
the foreign corporation owning the vessel rather than, as in this bill 
that we have before us, H. R. 9833, a foreign-owned corporation actu- 
ally chartering from a common carrier a barge and operating it for a 
special purpose and avoiding the tax and other regulations. 

Mr. Kenney. Mr. Pelly, as I said before, the Maritime Administra- 
a has never approved a bareboat charter of a tanker or an inland 

raterway barge to a noncitizen to move along recognized avenues of 
commerce in ¢ ompetition with existing shipping interests. They have 
jurisdiction, but they have always t taken the position that that comes 
too close to being the equivalent of ownership from the standpoint of 
competing with United States shipping interests if they would ever 
approve it. 

From a standpoint of the question that was raised earlier where 
some limitations were indicated from the standpoint of your right to 
charter—I am talking about the previous witness here—I think that 
the limitation that he was referring to is under the water carrier 
section of the Interstate Commerce Act, rather than United States 
shipping laws, and the movement of petroleum products in bulk is 
exempted under the bulk commodity provision of the Interstate Com- 
merce Act, and so we do not have the same limitation under the Inter- 
state Commerce Act that other shippers have, and the only problem 
we have is under the shipping laws themselves. 

You asked a question earlier this morning that I might be able to 
be helpful on and that was whether you could set up a subsidiary cor- 
poration, take 25 percent of the stock, lend them the money, and thus 
avoid the impact of this restrictive provision. 

The section 2, which defines a statutory noncitizen, is pretty broad 
in its coverage, and it talks not only from the standpoint of stock 
ownership or stock control, but any other kind of an arrangement 
under which control might be accomplished. 

In the Meachum case, which was decided in the court of appeals, I 
think the second circuit, they pretty well held in the Meachum case if a 
noncitizen provided the money, that he had enough control that the 
owners of the vessel were in trouble under section 2, and even before 
the Meachum case was decided we would have never thought of loaning 
either from the mantipoint of stock investment or loaning money to 
the extent of over 25 percent, and we really have backed away from 
that. 

Under the arrangements we have we want to have no money invested 
in it because of the implications of control that exist where you have 
any substantial money invested. 

Mr. Pexuy. As I understand, salt, grain, or any other bulk com- 
modities which are presently exempt. 
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Mr. Kenney. From the Interstate Commerce Act, but not frora the 
shipping laws. 

Mr. Petry. In the case of the St. Lawrence seaway, have you 
thought of any indirect effect that might result when it is in full 
operation of any corporations that might be Canadian owned? We 
had one little bill before us one time here to try to allow a company- 
owned ship to bring in fuel, as I recall, a special case. There are go- 
ing to be some tre ymendous ch: anges, are there not, after the St. Law- 
rence seaway comes about ? 

Mr. Kenney. Mr. Pelly, I have not considered the problem and I 
really would not have a judgment on that. 

The Cramman. Mr. Drewry. 

Mr. Drewry. Mr. Kenney, I would like to explore a little bit fur- 
ther procedure with Maritime. 

Did I understand that for the two-thirds of your production that 
moves by water you have to get approval of charter ? 

Mr. Kenney. It moves under long-term contracts of affreightment. 

Mr. Drewry. How long? 

Mr. Kenney. Fifteen years as I recall, and we get approval from the 
Maritime Administration on every one of those. 

Mr. Drewry. What was this about 6 n apie you mentioned ? 

Mr. Kenney. Under General Order 59, under the statute itself, they 
have jurisdiction to approve charter; aan time, voyage, or bare- 
boat, to noncitizens, and General Order 59 is a general order that ap- 
plies to all noncitizens and it is blanket approval on time charters or 
consecutive-voyage charters up to and not exceeding 6 months. 

Then there is a limitation in there. It is on documented vessels. 
There is a limitation they will not approve any such charter where 
the vessel is going to any Iron Curtain country. 

Mr. Drewry. Your long-term charter is for oceangoing vessels. 
They will be with one company for certain specific ships for, say, 10- 
or 15-year period of time / 

Mr. Kenney. Most of ours are just for transportation service, rather 
than for specific vessels, but we always get approval of the Maritime 
Administration. We do not have to get approval of the consecutive- 
voyage charter under 6 months because we have the aproval under this 
General Order 59. 

Mr. Drewry. On your offshore drilling, as you say, the term 
“vessel” covers a wide variety of things. 

Where does the application of Public Law 519 fit in on your gulf 
ope ‘rations ? 

Mr. Kenney. You have to tell me what Public Law 519 is. 

Mr. Drewry. That is a law passed a couple of years ago to require 
certain certification and inspection of vessels carrying more than 6 
passengers for hire. 

Do you know whether, in your offshore operations, these boats that 
you have to contract for have to comply with that law ? 

Mr. Kenney. Sir, where we contract for the service so that it is a 
for-hire service that is being rendered to us, they do have to comply. 

If we owned the boat ourselves and it was not a for-hire service it 
would not have to comply. 

If we were permitted by the Maritime Administration to bareboat 
them and operate them ourselves, I do not think it has to comply, but 
under a service contract there has to be compliance. 
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Mr. Drewry. So that is another case at which you are at a disad- 
vantage with your competitors # 

Mr. Kenney. That is right. This problem, from the standpoint of 
whether it is Public Law 519 or not, I do not know, but there is some 
other provision that requires that if a for-hire—it only applies to 
transportation for hire—if the voyage from port to port takes more 
than 8 hours, you have to put a double crew on, and the Coast Guard 
has taken the position that the drilling rig is not a port and that when 
you say from port to port, it means from the time you leave your own 
shore base until you get back to your own shore base, and these trips 
out to these drilling rigs and back with some lay-up time will take 
more than 8 hours and, as a result, I know that the people who have 
been providing that service for us have had a real problem from 
the standpoint of having to double-crew these boats. 

Mr. Drewry. But you would not have to do it if you had your 
own boats? 

Mr. Kenney. That is right, sir, and the boats just are not built for 
double crewing, and if you are going to double-crew them you are go- 
ing to cut down on their passenger capacity. 

We do not want to meet that requirement. 

Mr. Drewry. That would be one of the expensive items in one 
form of operation as against the other. 

I think that is all, Mr. Chairman. 

The Cuairman. Thank you very much. 

Are there any other out-of-city witnesses here ? 

That will conclude the hearings for today. 

Due notice will be given as to the continuation of these hearings. 

The committee will be adjourned. 

"psa at 4:35 p. m., the committee adjourned, subject to 
call. 
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FRIDAY, JUNE 13, 1958 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON MERCHANT MARINE OF THE 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D. C. 
The subcommittee met, pursuant to recess, at 10: 10 a. m., in room 
219, Old House Office Building, Hon. Herbert C. Bonner (chairman) 
presiding. 
Present: Representatives Bonner, Thompson, Miller, Kluczynski, 
Macdonald, Allen, and Mailliard. 
Also present: Representatives Rivers and Young. 
Staff members present: John M. Drewry, chief counsel, and William 
B. Winfield, chief clerk. 
The CHatrmn. The committee will come to order. 
The committee has met for further consideration of H. R. 9833. 
Mr. Shapiro is the first witness this morning. 
It is my understanding that there has been some substitute bill or 
language since consideration of this bill began. 
Is the witness aware of the substitute that has been offered in this 
matter ? 


STATEMENT OF ALVIN SHAPIRO, VICE PRESIDENT, AMERICAN 
MERCHANT MARINE INSTITUTE 


Mr. SuHartro. I have seen the substitute, Mr. Chairman. 

The CHairMAN. Are you ready to testify on the whole subject? 

Mr. Swaprro. Fr -ankly, our testimony does not go to the techni- 

valities of the language which are to be covered by the substitute. 

The Cuarrman. You may proceed. 

Mr. SHapiro. My name is Alvin Shapiro. I am vice president of 
the American Merchant Marine Institute, an organization represent- 
ing the preponderance of the American merchant marine. Our mem- 
bers operate vessels of all types into and out of United States ports on 
all three coasts in our domestic and foreign trades. 

It is with more than just a little reluctance that we appear here 
today feeling compelled to oppose vigorously the so-called Bowater 
bills as being unwise and unnecessary legislation. At the outset I 
should like to make it clear that our members operate vessels in the 
oceangoing trades. We would, therefore, not be directly affected 
by granting to a noncitizen the privilege of operating on the inland 
waters. We feel, however, that the principle embodied in the bills 
before you establishes a brandnew prec edent, others have only bor- 
dered on it, es is therefore potentially of the gravest danger to the 
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American citizen presently engaged in domestic deep-sea transporta- 
tion. It is therefore primarily. to the principle that we herein address 
ourselves. 

The Bowater bills represent the most special tailored draftsmanship 
that it has been my privilege to see during many years of association 
with this industry. 

The Cuatrman. What is that word? 

Mr. SuHaptro. Specially tailored, specially designed. 

The Carman. All right. Go ahead. 

Mr. Sapiro. They would permit one company to create the initial 
breach in section 27 of the Merchant Marine Act of 1920. We have 
grave fears that this may potentially lead to a hole big enough to 
drive other ships through. Other exemptions in this area have been 
on a basis of a lack of availability of service. I know of none that 
has even been proposed before that did not have that fundamental 
reasoning behind it. That is not true of this particular legislation. 

The qualifying or tailoring language to the effect that— 

1. a majority of the officers and directors be citizens (not the 
owners) ; 
2. 90 percent of employees be citizens ; 
the industry be in the manufacturing or mineral area with 
bares and tow ownership representing no more than 10 percent of 
total corporate assets ; 
4. the corporation purchases in the United States substantially 
all of its materials— 
are new thoughts basically irrelevant to the 1920 act itself and 
large part are both gratuitous and unenforcible. 

Our domestic trade has been confined to American-flag citizen- 
owned vessels for a long, long time. The principle of cabotage has 
historically been recognized on an international level. By amending, 
as is now proposed, the very act which maintained this prince iple, we 
would not only threaten the protection traditionally afforded citizen 
owners, but we would, through these bills, be affording identical pro- 
tection to noncitizens. Thus favorable consideration of these bills 
would provide a buffer so that the noncitizen corporation involved 
would be protected from competition of all other noncitizen corpora- 
tions, in fact even its own fellow citizens. 

It is our opinion that even a Sean eae of the legislative his 
tory of section 2 of the Shipping Act of 1916, as amended by the 
Merchant Marine Act of 1920 (the former act defines cit izenship con- 
trol) confirms that this requirement was not accidentally arrived at 
or lightly taken during the legislative process from which it emerged. 
There was serious concern on the part. of the then maritime admin- 
istrative agency and the Congress with the national emergency im- 
plications of noncitizen-owned a engaged in the domestic trades 

Senate Report 573 dated May 4, 1920, contains a letter from Mr. 
W.5S. Benson, Chairman of the Shipping Board, which states in part 
as follows: 


Unless our coasting fleet be wholly and unequivocally owned by loyal United 
States citizens, it cannot be rated a dependable unit in time of national emer 
gency. Such dependability must always be insured, and this can only be accom- 
plished by making 100 percent bona fide American ownership the only key to 
our coasting trade, and insofar as consistent with present conditions, to establish 
the same requirement for our foreign commerce. 
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Serious consideration was given by the legislators at that time to 
insisting upon 100 percent citizen ownership, then 90 percent owner- 
ship. Finally it was resolved at the 75 percent level. The Confer- 
ence Report on the Merchant Marine Act of 1920, contains the follow- 
ing statement in explanation of amendment No. 146: 

* * * The House recedes with an amendment which restores the existing 
law, but provides for a requirement of 75 percent ownership by United States 
citizens in the case of corporations, partnerships, and associations operating any 
vessel in the coastwise trade. 

In spite of the fact that the bills before you deal with amending 
section 27 of the Merchant Marine Act of 1920, these cannot properly 
be discussed without returning to section 2 of the Shipping Act of 
1916, since the latter proviso contains the heart of the legislative his- 
tory and intent of the section sought to be amended by the legislation 
under discussion today. 

If I may interject at this point, it is interesting to note, and I recall 
that the counsel of the committee raised this point, that a noncitizen 
could not own an airplane in the United States. This is history that 
does not date back to 1916, as some have reflected that the 1916 act is 
some 40 years old and, therefore, antiquated and we should modernize 
it. 

The Airline Act, section 501, and again section 1, part 13, mandates 
almost precisely the same conclusions that it must be a citizen owning 
a private airplane in the United States. I cannot at this moment 
recall the date of that act, but it was either late 1940 or early 1950. 

We, of course, recognize that, on a purely physical basis, facilities 
in inland United States are less subject to questions in regard to 
mobilization availability than are those on the high seas or overseas. 
Nevertheless, the simple extension of the proposal before you to the 
domestic deep-sea trades brings us back to the heart of this very ques- 
tion. Itisthis which we fear most. 

And, as proof of the fact that our fears are not just conjured up, 
there was a witness who appeared on the bill when it was heard before 
who indicated that he favored the principle of the bill but the bill 
did not go far enough because it did not satisfy his company’s par- 
ticular interest which is in the offshore trades in the inland-water 
trades. 

The amendment, Mr. Chairman, has been referred to and, frankly, 
at this moment, I do not know its official status or whether it has any, 
eliminates inland waterways from the legislation. 

The original bill which Mr. Rivers introduced provided for towing 
and barging operations. ‘The amendment which has been circulated 
around eliminates that criteria. It could be any vessel in any trade 
in the United States. 

I think the committee should know that we have had elaborate dis- 
cussions with the party in interest. There has, as a result of these 
discussions, been developed by us a considerable understanding and 
appreciation of the problem and a desire to be helpful—but not via the 
solution proposed which, in our opinion, is replete with jeopardy. 
We have, in fact, suggested that the problem is capable of complete 
solution, in our opinion, if a bona fide citizen-owned corporation were 
to be established. We feel, however, that there has been created a 
rather widespread impression that. it is easier to modify American 
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law than it is to modify the policies and practices of private 
corporations. 

Another solution would be to contract for water transportation 
services with a citizen vessel owner in such form as would allow the 
company to haul its proprietary cargo outbound and bulk nonpro- 
prietary cargo inbound—a movement exactly as we understand is 
intended. 

However, an awful lot of emphasis has been placed on the fact that 
we must have control. 

Now, you can control a vessel without controlling the corporation 
that owns it. 

I could control every vessel or any vessel, if I so desired, without 
owning 1 percent of it. 

This is a perfectly standard procedure in the ocean trades. 

I assume Mr. Carr, who will appear here later from the inland 
trade area, will probably be able to clarify that point, but it is per- 
fectly possible to have complete control of the vessel without having 
control of the corporation which owns the vessel. 

Now, this is a distinction that has not been made by the advocates of 
this legislation. 

At present, the corporation is in business and, I am pleased to note, 
in an expanding one. 

We even heard that they are contracting to build new vessels re- 
gardless of the status of this problem. 

Its inability to operate equipment of its own, which our statutes 
prohibit, compels it to contract for its water transportation services. 
This, I understand, is a very common practice of other corporations 
engaged in identical business. 

The necessity for contracting with citizen carrers for its transpor- 
tation does, in fact, not jeopardize the corporation’s well-being, nor 
does it put it, so far as we know, in a position of any consequential 
economic disadvantage with its own competitors. If, as a noncitizen, 
it were allowed to own and operate its barge and towing facilities, 
it is likely that, on the back haul, rather than remain in ballast, its 
barges would engage in the contract carriage of bulk commodities for 
other industries or charter the vessels to other carriers. 

The vield from this operation, the back-haul operation, of course, 
would place the company in an economically advantageous position, 
so far as transportation is concerned with other corporations, con- 
tracting for transportation in the same business. It would, more- 
over, put the corporation in a position of direct competition with 
citizen carriers on the back haul of nonproprietary cargo. 

The advocates of this legislation have urged its passage, and I am 
interjecting, Mr. Chairman, at the moment, because of the economic 
advantage which will accrue to the company involved, but that com- 
pany has informed this committee in their appearance here that, in 
effect, economic benefits cannot accrue to them simply because of the 
ownership of their own facilities. This they have expressed as fol- 
lows, and I read now from page 74 of the transcript: 

Undoubtedly, sir, it would be uneconomical for those barges to be towed 
all the way back from Texas to Tennessee, empty. 

A few sentences later, this was described not as uneconomical, but 
folly. Hence, what economic advantages the company may receive 


een an ok ak 


aa — 


oe oe eee LCCC 


mr 


i 





ws 


ed 


ut 
ve 


~ 


DOMESTIC SHIPPING PROBLEMS 65 


really result from the benefits flowing from the use of the facilities on 
the return leg, no longer to be a ballast voyage but under contract to 
shippers or chartered out to other carriers. 

What this really means is that the real advantage cannot be forth- 
coming until the company is genuinely in the transportation business 
totally, aside from the movement of its own proprietary cargo. 

You have also been told that control of the vessels or, at least, the 
corporation owning the vessels is of vital importance to the Bowater 
Co. in the following words, and I quote from page 65 of the transcript: 

* * * were we able to own those barges we would be able to exercise very much 
better control over the movement. We would be able to say when those barges 
came into our mill and when they should be shipped back from our mill to the 
loading points. 

This may, perhaps, be so, but it is clearly far from being of com- 
pelling significance when they almost simultaneously indicate their 
intention of charter ing the vessels on return leg of the voyage. 

Chartering of tr ansportation facilities invariably or, at least, gen- 
erally, means yielding some element of control to those who charter it 
from you. To be w illing to yield this allegedly vital element 50 per- 

cent of the time causes me seriously to pause over justifying this 
legislation on the basis of granting a company better control over its 
water transportation. 

We feel, therefore, that favorable consideration of this legislation 
would create potential dangers to present operators and economic in- 
equities far beyond the legislative inequities which are alleged to exist 
under present law. 

We therefore urge that this proposal be rejected. 

The Cuainman. Mr. Robeson ? 

Mr. Rosrson. I take it that your position would be to object on any 
grounds to anything except wh: at is presently in effect ? 

Mr. SHarrro. No, that is not quite so, Mr. Robeson. We believe 
that this committee and this Congress must be given really good cause, 
and really good cause in my opinion extends far beyond the individual 
applic ant for some exception. There must be a national stake in waiv- 
ing a law. Something must be given in return. If the stake cannot 
be truly national, it must at least bet regional. 

Now, I believe you were here, Mr. Robeson, when we appeared on 
Mr. Preston’s bill which again was a waiver. It was an entirely dif- 
ferent type of waiver. It was a waiver on the basis of the fact that 
service was simply not available. 

I would say to you right now that, if the Bowater people came here 
and said that service is not available to them and therefore they are 
suffering from economic disadvantages, our statement would be totally 
different. We objected in principle to Mr. Preston’s bill because we 
felt bound to object to it on principle, but I told this committee and I 
know many of you heard that we cannot say that a principle is so 
totally inviolate that people all over in all degrees must suffer simply 
because something went into the statute books in 1920 or 1927 or 1916. 

The only thing you are getting from this, Mr. Robeson, in my 
opinion, is that you are giving an economic advantage. 

Mr. Rozgson. I just “wanted to know if you would be opposed to 
any exception that was ever being made. 

I took it, from the first part of your testimony, that you figured to 
stay adamant on where we were in the legislation. 
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Mr. Suariro. That was certainly not our position on Mr. Preston’s 
bill. 

The reason I brought that up is because it is an example immedi- 
ately at hand. We examined the facts and circumstances and, while 
we did not like it, it was justifiable. There was some reason for it. 

Mr. Roseson. That is it. Then your position is that you do not ob- 
ject to an exception if it isa justifiable exception. 

Mr. Suapiro. That is right. 

Mr. Rozeson. Then you have your criteria. 

Mr. Suaptro. Precisely, and the criterion on other waivers has gen- 

erally been that service is not available. You cannot tell people in a 
port community or in Alaska or Savannah that, simply because Amer- 
ican operators do not want to call at their ports for economic reasons, 
the operators are perfectly justified in not calling at those ports be- 
cause it would require them to lose money and nobody is in business to 
lose money but simply because this law is put on the books that only 
American operators can call on their ports, and American operators 
sannot economically call on their ports that they must do without 
ocean transportation services, 

We have never taken that position. 

Mr. Ropeson. I was not taking any position because I have not 
heard all the reasons. I just wanted to know what your premise was. 

Mr. Suariro. There is no claim here, Mr. Robeson, that service is 
not available. There is no claim here that the rates are exorbitant. 
There is no claim here that these people are being treated any dif- 
ferently from any other people in the same area in the same business. 

Mr. Ropeson. I have no position; I am just trying to find out what 
you mean. 

Mr. Suapiro. If I am implying that, I did not mean to. I am agi- 

tated by this piece of legislation. You must excuse me. 

The Cuatrman. Since the Savannah case was brought in, I think 
the record should also show that there was previously service from 
Savannah and that service was discontinued. 

Mr. Suaptro. Exactly. 

The Cuatrman. Then it was not in conformance with the statement 
you made. That has a strong bearing on the Savannah case, that 
service historically had been furnished and was withdrawn for eco- 
nomic reasons. That left them without service. 

Mr. Suapiro. Precisely. That legislation also provides, in effect, 
without going into the specific langus age, that when an American ves- 
sel can provide service there that foreign vessels shall no longer be 
allowed to call. 

The Cuatrman. That isright. 

Mr. Suaptro. This is permanent. There is nothing temporary 
about this legislation and, to be perfectly frank with you, Mr. Chair- 
man, we have no idea at the moment how many companies this could 
apply to because we have no idea of who owns corporations doing 
business in the United States. 

Some claim is made that it is perhaps only one. 

Then along comes somebody else who says, “My company is also 
involved and therefore this bill should be amended so that I can get 
in under the exception.” 

There may be three dozens more. We simply do not know. 
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The Cuarrman. Mr. Allen? 

Mr. Auten. Mr. Chairman. 

Going back to your statement, there are one or two points which I 
would like to get clear in my own mind, 

On the second page, after those four paragraphs are set out, you 
say that they are new thoughts and in large part both gratuitous and 
unenforcible. 

I did not exactly know what you meant by “unenforcible.” It 
aa seem to me that it would be rather a simple matter to determine 
whether 90 percent of the employees were citizens and that the cor- 
poration purchases, in the United States, substantially all of its 
materials. 

Mr. Suapiro. I must disagree respectfully, Mr. Allen. 

First of all, it is a problem of turnover in employees. Now, if this 
company qualified under this act because 92 percent of its employees 
were citizens and there was some shift in the pure employment, and 
this goes down to clerks and stenographers and everybody else within 
the organization, somebody would have to go out and take a new poll 
of its employees every 6 months, every 4 months. I do not know of 
any other business in which this isdone. You would have to examine 
the books of this corporation and Lord knows how often you would 
have to do this to find out that only 10 percent of the total corporate 
ownership is in barge and tow facilities. 

These are new standards. They do not mean anything. Our view 
on this legislation would not be varied if 85 percent of its employees 
would be citizens or if the tow and barge ownership made up 30 
percent of the corporate assets. These are just tailored to this par- 
ticularsituation. It is totally irrelevant. 

Mr. Auten. You would be of the opinion, then, that a sworn report 
that would carry a criminal penalty for being false would not suffice 
here although it seems to in collection of taxes. 

Mr. Suariro. Well, I would s say yes, it probably is, Mr. Allen. A 
sworn statement would make these people subject to fines if the state- 
ments were found to be inaccurate. 

It is not the unenforcibility of it that I am particularly concerned 
with. It is the lack of necessity for these standards. They could 
say that the corporation plant must be made out of a certain kind of 
brick. Itis just about as relevant as these standards. 

Mr. ALLEN. On page 3, you set out the paragraph of the letter from 
Mr. Benson, with regard to 100 percent bona fide American ownershi 
It seems to me that we have been taking a little variation from that in 
the transfer foreign of some of the tankers that are being operated 
under foreign flag and possibly against an agreement to build some 
new ones for American-flag operation. 

Have not even members of your own organization departed from 
that 100 percent bona fide ownership and control a little bit? 

Mr. Suartro. Well, if they have departed from it at all, they have 
only departed from it because the law, as written, said 75 percent. 
They have not departed from that prince iple. 

Mr. Benson advocated 100 percent. The law, as written, said 75 
percent. 

Mr. Auien. The other thoughts that have disturbed me are more 


general. Suppose hypothetically that an American paper corporation 
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went up into Canada to set up its plant and wanted to barge materials 
on the Canadian River. Would it be subject to the same restriction 
that Bowater is now subject to or would the American owner be able 
to own and operate its own barges ? 

Mr. Suaptro. Mr. Allen, I do not know the answer to that question. 
I can tell you, as you well know, that my experience in the inland 
waterways operations is extremely limited. That is an exaggeration, 
too. I know nothing about it, in effect. 

If an American corporation wanted to do business in India, and I 
pick that out as one example, and wanted to haul its products from 
the east coast of India to the west coast of India, it could not do it 
because this is an accepted principle in many, many countries and, 
if the committee would like, 1 would be delighted to submit to them a 
list of the countries that have cabotage laws which provide that in the 
domestic transportation within a country, the ownership and the 
flag of the vessel must be the citizens of the country involved. 

Mr. Aten. I[ can see some sense in protecting the American mer- 
chant fleet in the intercoastal trade where the vessels used are capable 
of immediate use anywhere in the world as a defense facility but I 
cannot see the same reason applying to barges and tows in the inland 
waterways. 

Mr. Suaptro. It is because of the point that I raised, I assume that 
these vessels are locked in the inland waterways. I will concede that 
point. There is no question about it. 

Mr. Atten. That gets around, then, to another rather general policy 
situation. It seems to me that our foreign policy is encouragin 
American money to go into foreign countries for investment an 
operations. It is encouraging reciprocal trade. We proved that on 
the House side anyway. 

Here we have a company which I think could come in here in that 
sort of reciprocal relationship, which is to an extent invited in to make 
its investment and, I suppose that, if it wanted to haul its product by 
air, by rail, or by truck, it could use facilities just as any American 
could use. 

Mr. SHarrro. Not by air. 

Mr. Atuen. I do not know about air. I am not sure that the foreign 
corporation could. 

Mr. Srarrro. Let me reassure you, Mr. Allen, that it could not own 
its own airplane. 

Mr. Arten. That may be one exception. It could own its own 
railroads. C. & N. W. did that for years and possibly still does. 

The Cuatrman. Do I understand that the Texas Co. cannot fly its 
own private airplane ? 

Mr. Auten. Not if itis a foreign corporation. 

The Cuatrman. How about Shell Oil? 

Mr. Suarrro. They cannot own and fly an American airplane. 

The CuatrMan. For its own industrial business ? 

Mr. Suartro. That is right. It can own a British or French air- 
plane. 

The Cratrman. I want you to put in the record the foreign coun- 
tries that have an identical provision in their domestic law because 
it will be advantageous to us in the future to have that information. 
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(The information referred to follows :) 


Sample list of nations restricting domestic trade to national flag and/or 
restricting flag privileges to citizens only 





{| | 





| | 
| | Citizenship || | Citizenship 
Country Cabotage ! require- Country Cabotage ! require- 

ments ? ] ments 2 

| i| | 

| | | 
Argentina--_ a ee Ui a | eR oe | No. 
Australia lool SOG Csccassoo] Ore Mexico wadof MOBS. cookies Yes. 
Belgium..-.-- fy ORs oc aceccs tt ee || Netherlands..........| No....-.---- | Yes. 
SEES SE Be RO incurs ecavecorang ees ere Yes. 
Canada____- | Yes 3 | Yes.4 i} Pemaetiee 2: .: 5.5] Wemciic 2 Pa 
Denmark--_. BA ai cayccaheal Yes. |} Spein......--.-.------ | AOR stknownel LEO 
Finland. - wal eae ee | Yes. || Sweden__--- asec Oe! LEY 
France. - .-- | Yes_. | Yes, | Uruguay- i, ceiibasetew | Yes. 
Rains cmcsins sane ew | Yes. || United Kingdom. P Wise eaeks Yes.3 
Japan - ---- Micseh RORss ‘ Yes. ||} USSR. jako sanded OBS esssces | Yes. 








1 Reservation of coastwise trade to national- I-fing vessels. 

4 Requirement that a person or corporation must be a citizen to own a national-fiag vessel. In order to 
qualify as a citizen corporation, a company’s stock must be at least 51 percent under the ownership of the 
particular country’s citizens in all es ases; some countries require even greater percentage of citizen ownership 
for qualification. 

3 A British-fiag vessel is eligible for coastwise trade. 

4 Any member of the British Empire can operate British-fiag vessels and in most cases reciprocity is 
granted to citizens of the United Kingdom by the Dominions. For example, a citizen of the United King 
dom can operate a Canadian-fiag vessel. 

$ Sweden grants 13 countries the right to engage in her coastal trade on the basis of reciprocity. 


Mr. Suapiro. Thank you. 

Mr. Auten. Where is the distinction between owning your own 
barges and towboats, owning your own railroad, and owning your own 
trucklines for use on the public highway ? 

Mr. Suaprro. Well, it isa hard distinction to make. I will concede 
that, but, Mr. Allen, I must add to that. As I said right at the 
beginning of our statement, if this were not a problem of puncturing a 
law and opening it wide open potentially at least and if it were con- 
fined to the inland waterways operation, we would be far less adamant 
in our objection to this legislation, but you heard yourself when you 
were here last time the amendment that is being circulated around. It 
eliminates tows and barges and goes to just v essels. 

Now, if you are getting down to the point of drawing a distinction, 
then you must have to say, “Why can a corporation own tugs and 
barges in the inland waterways and not operate an oceangoing vessel 
perh: aps moving between the same two points,” let us say Houston and 
Newport News, to pick two points. 

Mr. Aten. The reason for that, if you want an answer, is that you 
can take the oceangoing vessel on the day the war is declared and send 
it over to the Hawaiian Islands to bring back some Americans who 
ought not to be there. I saw that done. 

You cannot do that with a barge. 

Mr. Suartro. This goes to the physical nature of the asset of which 
you are talking. 

Mr. Atten. Possibly what I am trying to do is make a distinction 
between the bill as presented first and the amendment. 

Why is the original bill bad as distinguished from owning the 
railroad or owning the truckline? 

Mr. Suapmo. Of course, it is bad depending naturally on your point 
of view and what your starting point is. 
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The thing that is good about the bill so far as the Bowater people 
are concerned is that it puts them in the inland transportation business. 
This is the only advantage that I can see to this bill. 

We are terribly concer rned about this bill for its implications and the 
inland waterway people, I assume, will address themselves to their 
concern over this legislation in connection with their own particular 
facilities on the inland waterw ays. 

Mr. Atuen. It seems to me that the State of South Carolina punc- 
tured a law of long standing and concluded to invite these people in 
and let them own real estate. 

Mr. Suapiro. That is perfectly fine, because the State got consider- 
able advantage from this transaction. These people did not tell you 
they are going out of business. These people did not tell you they are 
losing money because they cannot own their own facilities. Their 
record, I am proud to say, is one of successively larger earnings. 
They produce 20 percent of the newsprint in this country. But the 
ownership of the barges would give them an added advantage which 
they would like. Ic: innot blame them. 

Mr. Auten. I do not see where the considerations of the State legis- 
lature as to the people within its State, and in the other States, have 
much less dignity than the decision of the Congress over the same 
areas. It is still a matter of public trust and one body of very high 
dignity has made this conclusion. 

I am a little dubious of just overriding them unless I know what 
Iam doing pretty well. 

Mr. Suarrro. Mr. Allen, I would not reflect on the dignity of the 
States in amending their legislation to allow this company to settle 
and do business and own land, in effect, in the State. I would be the 
last one to reflect on that, but I can very easily see that there was great 
economic advantage to the State and everybody in the State. In other 
words, the State and all of its citizens presumably got something in 
return for this. 

Now, L ask what is any American citizen getting in return for giving 
the Bowater people the privilege of operating these vessels? No more 
vessels will be built because if they are going to haul more in their 
domestic trades then somebody who is now doing the business is going 
to haul less. 

The traditional operator may be deposed from his position because 
now Bowater is in the business. 

Other operators perhaps as far away as Texas, who have nothing 
to do with the Bowater operation, are now going to find that Bowater 
vessels are available for hire and are competing with them in the 
Tombigbee or some other river. 

All of these points are points that give me great concern. 

The only thing I can see to this is that Bowater would be placed in 
an economically “adv: intageous position and the economic advantage 
is not the ownership of the vessel for its own cargo. It is the owner- 
ship of the vessel on the return leg. 

Mr. Atiten. You area little ahead of me on that. 

Mr. Suartro. Well, they themselves have said, “It would be uneco- 
nomical for us to use this facility i in the transportation of our proprie- 
tary cargo unless we are going to do something about the vessel on 
its return leg.” 
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That is where the economic advantage comes. 

Mr. Tuompson. Will the gentleman yield ? 

Mr. Auten. I am wondering how you would have an economic ad- 
vantage if you did not have both legs in that situation. 

Mr. Tuomrson. The economic advantage might be determined if 
fully locally owned similar operations were working under the same 
circumstances that Bowater is, but how would there be an economic 
advantage over other mills who are allowed to own their own barges? 

Mr. Suaprro. Let me answer that question this way. This is hearsay 
and perhaps almost irrelevant. The Bowater people themselves told 
me that other people in the same business that they are in in nearby 
or very nearby areas do not own their own facilities but go into the 
charter market for their facilities. 

Mr. Tuomeson. That is a matter of choice. 

Mr. Suarrro. I would assume so. 

Mr. Tompson. Then there is no apparent economic advantage if 
others who are qualified in the business choose to lease. How can you 
say there would be an economic advantage here? 

Mr. Suaptro. Well, the economic advantage is not the choice in the 
movement of your own proprietary cargo. 

Here is one company that has the privilege of owning these vessels. 
It chooses not to doit. It hires its transportation. 

Here is another company next door. It is not privileged to do it. 

Now, the problem is not in the movement of the proprietary cargo 
because both of them presumably get pretty much the same rate de- 
pending on how they can negotiate. ‘This 1s up 1 day and down the 
next. That is not the movement that is relevant but the company 
that can own the vessel and chooses not to own the vessel is not moving 
anything back. 

The Bowater people would be moving something back or getting 
the revenue from the facilities on the movement back. -That is the 
economic advantage to the company. 

Mr. Tuompson. Is the determination of economic feasibility by 
these other companies who would be privileged to own their own 
vessels made perhaps because of their location not being advantageous 
to navigable water? 

Mr. Suaptro. I cannot answer that question except to say that those 
are people in identical businesses in very nearby areas and I assume 
that all of these mills are pretty much on bodies of water that are 
capable of navigation. 

Mr. THompson. Economics is a pretty exact science so there would 
be an economic advantage to own your own vessels and if these com- 
panies do not take advantage of it, it is an indication to me that they 
are not in position to take advantage of this. 

Mr. Suartro. No, because these people are concerned with the move- 
ment of proprietary cargo, the newsprint or whatever product. 

When Bowater goes into business on this basis, he is not concerned 
only with the movement of his proprietary cargo. He told you, “It 
would be folly to move my proprietary cargo and move nothing back.” 

Mr. Tuomeson. Did they not testify to the effect that they would 
not want to go into the transportation business; they would merely 
like to make use of whatever was available for shipping salt, for in- 
stance, or sulfur on the trip back; that they would lease these barges 
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to someone who was in the transportation business, and further there 
was a great shortage of barges? Vey 

I am familiar with the barge shortage in Louisiana. During 
Hurricane Audrey, I spent 1 whole week trying to arrange six barges 
to take marooned cattle. The barges were not available because they 
do not have enough of them. 

Mr. Suapiro. Can I defer that question of the availability of 
barges to the inland waterways people? I would go by their knowl- 
edge of the situation. They are in the business. I am not in the 
business. 

Mr. Tuompson. That is all I had, Mr. Allen. Thank you. 
~ Mr. Auten. Thank you. 

The Cuarrman. Mr. Miller? 

Mr. Miter. If this bill is passed, would it encourage other people 
in like industry or in any lakes which has occasion to use barges 
to abandon the hiring of transportation facilities and the use of trans- 
portation facilities as such and perhaps go into the barging business 
as an ancillary industry or part of their industry ? 

Mr. Sapiro. Without any question it caaiinaiinen that, in my 
opinion, and, if you are speaking about the bill as introduced, that, of 
course, is confined to towing and barges. 

I repeat that I do not know what the status of this amendment is. It 
would certainly encourage people who are now prohibited from going 
into the transportation business to go into the ocean transportation 
business. 

The criteria of tows and barges is eliminated in the amendment. 
This is precisely what we feared even before the modified version saw 
the light of day. 

Our statement, I must admit to you, was originally drafted on May 7 
before this proposal was advanced before the testimony even opened 
and we said: 

The simple extension of the proposal before you to the domestic deep-sea trades 
brings us back to the heart of this very question. It is this which we fear most. 

This was on May 7. 

Now you are drawing a line, and I can see that line very clearly : If 
you are a citizen, O. K.; if you are not a citizen, it is not O. K. 

The bill that was introduced drew this line: If you are a citizen, it 
is O. K. If you are Bowater, it is alsoO. K. If you are anybody else, 
it is not all right. This is line drawing, too, and I think it is much 
more replete with jeopardy than the line drawing of the old 1916 act 
that said citizen O. K., noncitizen not O. K. I do not know how many 
Bowaters there are in this world. These four standards that are set 
up may be completely applicable to Bowater. Modify one of these 
standards and you may get 15 more people in business on this basis. 

Why design a bill for this particular purpose which is only due and 
dedicated to the advantage of one particular company and then find 
that at least one other company is proposing modifications to suit it? 
Where are we then going to draw the line? 

This is a very serious concern of mine, personally, and from our 
organization point of view. 

Mr. Mixer. I have no further questions. 

The Crarrman. Mr. Mailliard ? 
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Mr. Maruurarp. Mr. Chairman. 

Mr. Shapiro, if Bowater wants to own trucks, is there anything in 
our law that prevents them from actually owning a common carrier in 
the trucking business ? 

Mr. SHaprro. He would have to, of course, be certified by ICC. 

Mr. Marizarp. But I mean his citizenship or noncitizenship would 
not be a standard. 

Mr. Suarrro. I do not think that is a standard. I cannot recall. 
Perhaps somebody in this room can clarify that issue. 

Mr. Marutiarp. I am having the same difficulty which Mr. Allen 
has. What is sacred about barges? 

Mr. SnHaprro. Well, I must say you must go one stage further if you 
say “What is sacred about barges?” W hat is sacred about merchant 
vessels? Is it the mobility of the vessel # 

Mr. Mariii1arp. My question is not addressed to a ship which can be 
removed physically from United States jurisdiction, but I cannot see 
where, from a defense or national interest point of view, there is much 
distinction between a foreign corporation operating in the United 
States owning barges as against owning a railroad or owning trucks. 

Mr. Suaprro. Well, we have searched. I am faced with the same 
problem, Mr. Mailliard. I certainly admit to that completely. We 
have searched the record as best we could to find out what was going 
on in the minds of the legislators at this particular time. We found 
nothing to lead us to one c onclusion or another. 

I will say this: It has been stated before this committee by others 
or at least by one other that the standards of the 1916 and 1920 act 
were never meant to apply to inland waterway vessels, that the only 
thing to which it was meant to apply was oceangoing vessels. 

I read two quotations from it, and most of the references, I admit, 
are coasting trade. I am faced with this problem. Few people 
know more about the English language than you. Do you know what 
it means? I will just read one section and leave it entirely to your 
judgment—I have faith in that judgment—as to what was meant by 
the legislators when they proposed this bill and passed this bill in 
thislanguage. Here is the section 27 that is relevant: 


That no merchandise shall be transported by water, or by land and water, on 
penalty of forfeiture thereof, between points in the United States— 


not ports, points in the United States. This is not an omission. This 
is not an accidental arrival at the words ‘ ‘points between” ; the legisla- 
tors did know that the word “ports” existed because, mind you, “what 
happens in the next sentence— 


including Districts, Territories, and possessions thereof embraced within the 
coastwise laws, either directly or via a foreign port, or for any part of the 
transportation— 

Now, I cannot read this but conclude that surely the Congress was 
intent in those cases, too, that this is meant to apply and others have 
agreed with me or this problem would have not arisen and Bowater 
would never have had to forfeit the ow nership of the vessels they 
originally bought. 

I cannot read this but conclude that the C ongress knew full well 
when it passed this. It distinguished between points and ports and 
it distinguished between broad transportation or for any part of the 
transportation. 
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Mr. Auten. Would you yield? 

Mr. Marrzarp. I yield. 

Mr. Auten. Did not that provision apply specifically to movements 
from the Midwest, possibly C hic ago up through Canada, to a Cana- 
dian port and then on to Alaska? 

Mr. Suartro. Mr. Allen, would you mind repeating that? 

Mr. Atten. Was not that provision particularly designed to cover 
movements that moved by rail out of the U nited States, by rail 
through part of Canada to a Canadian port, by a Canadian ship to 
Alaska and then on into a point in Alaska ? 

Mr. Suaptro. I cannot say yes or no to that. I do not know what 
it was designed to do. 

Mr. Atien. I have some recollection that that was the movement. 

Mr. Maruirarp. Mr. Shapiro, have you looked in to the legislative 
history enough to know what is behind that language ? 

Mr. Suarrro. The legislative history does “not really reveal what 
is behind the language and whether it was intended to cover inland 

waterway operation. 

Mr. Marirtarp. I think that is a rather important point. 

I have no doubt that the language does cover inland water opera- 
tion, but unless there is something in the legislative history to indicate 
that the Congress made the decision at that time with inland water- 
ways in mind and for a good and sufficient reason, I think we are just 
simply faced with a question on merit which is what we are trying 
to determine. 

I would still like to try to figure out why, as a matter of public 
policy, we should make a distinction between common carriage of 
merchandise by one form of inland transportation as against another. 

Mr. Suaprro. Of course, transportation which is called inland is 
not always inland. They do go out into the gulf area. They do go 
up into the Gulf Intercoastal Canal. They are pretty close to the 
outer water on many occasions during that voyage. That is, I would 
certainly say that a tug pulling a bunch of barges certainly is less 

capable of getting away if that is the fear of many people, than a mer- 
chant vessel in exactly the same spot at exactly the same time, but this 
again is pretty narrow line drawing, and it always goes to the facility 
or its particular location. As a matter of fact, is not a foreign-flag 
vessel on its way between New York and Albany to pick up grain not 
less subject. to escape and itself in exactly the same position as a 
barge performing the same operation directly next to it ? 

Mr. Marurarp. We are not talking about operating these under 
foreign flag, are we? 

Mr. Suaptro. Iam speaking about the ownership of it. 

When I said a foreign vessel, I did not mean a foreign-flag vessel. 
I meant an American-flag vessel foreign owned. Performing this 
service, it would be at ex: ictly the same moment in the same position 
asabarge. Yet we maintain this standard. 

Mr. Marrrarn. It could be if it hs appened to be at an inland water 
yoint, but I think that is not a fair comparison, because it will at times 
¥y in ‘places or points where it is clearly away from the jurisdiction 
whereas they never will be at point away from the jurisdiction. 

Mr. Srrarrro. As to whether that is always within the 3-mile limit, 
T do not. know, but I think Mr. Carr, who will appear later, can tell 
you whether it is or not. 
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Mr. Matiirarp. That is all. 

The Cuarrman. Mr. Rivers? 

Mr. Rivers. Mr. Shapiro, I take it that you do not find any compari- 
son between this bill and the foreign-flag vessels owned by Americans 
to get the value of taxation and the like? 

Mr. Sraptro. More contrast than comparison, but I assume, Mr. 
Rivers, that you mean, do I like either of the operations, and my 
answer tothat isa very personal and decided “no.” 

Mr. Rivers. You do not like either of the operations ? 

Mr. Sapiro. No. I think if this country is going ultimately to 
achieve its true maritime position insofar as possible, and I must in- 
ject that because you cannot ask people to do things that are abso- 
a impossible to do, we must have American ownership and Ameri- 

ran fl: ag, and I would certainly say this by adding to it: Do not under- 
entinnite the influence of ownership on the control of a vessel. I dare- 
say under many, many circumstances, if not most circumstances, 
ownership is more important than flag. 

Mr. Rivers. I have some side opinions on that myself. 

Certainly you must know the reason, as Mr. Mailliard and Mr. 
Allen have brought out, that the Federal Government has jurisdiction 
over the intracoastal waterways. The States cannot build them. 
The Federal Government has to build them. The States build high- 
ways. They have control over certain segments of the rail transpor- 
tation and of the truck transportation. 

did not quite see where you gave an explanation that was satis- 
factory to me on that analogy. Of course, you were honest enough. 

Mr. Srarmo. Mr. Rivers, I have attempted to be scrupulously 
honest about this subject and I challenge anybody to look at the leg- 
islative history of this bill and come up with a very precise conclusion 
that this was or was not intended. It is in a very, very vague area. 
I quite agree with you. 

Mr. Rivers. You talked about the economic thing. Were you here 
on the first day of the hearing ? 

Mr. Sraptro. Yes, indeed. 

Mr. Rivers. Did you not hear the Bowater representative testify 
that people coul ship the same commodity which they make from 
way up in the northern part of America or in Canada to Texas cheaper 
than they could ? 

You do not call that an economic disadvantage ? 

Mr. Suarrro. That was not the reference that I was making to 
economic advantage or disadvantage. 

Mr. Rivers. Well, an economic disadvantage or an advantage is an 
economic advantage or disadvantage. Even I know that. 

Mr. Suarrro. If these people chose to overcome economic disadvan- 
tages, there are a dozen ways for them to do it without amending the 
law. 

Mr. Chairman, may I put something in the record with the permis- 
sion to delete it ? 

The Cuamman. Off the record. 

( Diseussion off the record. ) 

The CHamman. Proceed. 

Mr. Suapmo. Every phase of the operation that they contemplate 
can be achieved without the ownership of the corporation and the only 
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difference would be that the citizen corporation which owns the 
vessel which would make the contract with Bowater would be making 
a profit on that operation. 

I do not say this vindictively but it is the element of profit which 
the Bowater people apparently refuse to cede to any corporation when 
they in fact could with the profit by owning the corporation itself. 

Mr. Rivers. Did you not hear the Bowater representative testify 
that these were special barges, that nobody was in that business specifi- 

cally other than the ones that probably picked up the barges they 
had to get rid of ? 

You heard that? 

Mr. Rivers. You do not know whether or not these people are at 
an economic advantage or disadvantage ? 

Mr. Suapiro. Yes. 

Mr. Rivers. Do you question that ? 

Mr. Suariro. With the greatest possible seriousness do I question 
that and I am questioning not the availability of specialized barges— 
and the barge people will testify to this effect because they know in- 
finitely more than I do—but I know enough about the transporta- 
tion business in any area that if you need a specialized facility and 
you want that specialized facility to be built and you are willing to 
pay a man a profit for the purposes of building it or operating it for 
you there are many people in that business and you get that special- 
ized barge. 

Mr. Rivers. There is no use to talk about the barge people if they 
are going to be here. They will testify. 

Mr. Suarrro. I think this is a question that is much more relevant 
to their sphere of operation. 

Mr. Rivers. You spoke of the other pulp companies. Are you 
familiar with the locations of these companies? 

Mr. Suartro. No. 

Mr. Rivers. You do not know whether or not they are on inland 
waterways? 

Mr. Suaprrro. I am not only, Mr. Rivers, not familiar with where 
they are located; I am not even familiar that there are such things. 
I was simply quoting the Bowater people in their conversations with 
me. 

Mr. Rivers. You do not know whether or not these people are at 
an economic advantage or disadvantage ? 

Mr. Suapriro. My “knowledge of the location of these particular 
corporations, which may or may not be on rivers, has nothing to do 
with my knowledge of whether there are economic advantages or 
disadvantages. 

Mr. Rivers. Can you conceive of any way you can be for this bill 
without striking out everything after the enacting clause ? 

Mr. SuHaprrro. Let me put it “this w: ay, Mr. Rivers. That is a very 
legitimate question. I would say this: I cannot genuinely be for this 
bill but, if you want to minimize my objection to this bill very seri- 
ously, and I am talking personally now, if I may, you allow these 
people to own and operate these barges i in the movement of their own 
propretary cargo and you will never get this bill because they never 
want it on that basis. They want to use this vessel after each voyage 
after they move their own cargo to where they want it put. 
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Mr. Rivers. They can certainly lease the barge on the backhaul. 

Mr. Suapiro. This is putting them in the transportation business, 
squarely and clearly right in the transportation business. 

Mr. Rivers. How can they derive any particular benefit from leas- 
ing an empty barge ! 

Mr. Sapiro. Are you talking about leasing an empty barge for 
their own use or leasing an empty barge to somebody else? 

Mr. Rivers. As a common carrier. 

Mr. Suariro. This is what they are doing now. They are leasing 
barges in their present operation. 

Mr. Rivers. They do not own them. I am talking about their own 
proprietary interest barges which they own and operate. 

Mr. Suapriro. Which they want to own and operate. 

Mr. Rivers. Which they want to own and operate. 

I am talking about leasing an empty barge on the backhaul. 

Mr. Suariro. This is the transportation business. 

Mr. Rivers. This is the transportation business of somebody else. 

Mr. Suaprrro. That is precisely my point. There are people who are 
now engaged in this business. This is the concern of the inland water- 
way people. 

Mr. Rivers. The economies would dictate the price. 

Mr. Suarrro. I do not quite understand that. 

Mr. Rivers. Certainly you understand that nobody would lease an 
empty barge for the price of a loaded barge. 

Mr. Suariro. I do not quite understand. 

Mr. Rivers. I am talking about leasing an empty barge. 

Mr. SuHaprio. This is all you do lease. 

Mr. Rivers. How can this compete with anybody on an empty barge? 

Mr. Suapiro. That is not my point. They are going to take this 
barge, which isempty. It has carried newsprint down to Texas. It is 
their own barge. 

Mr. Rivers. It is a special barge. 

Mr. Suariro. It is aspecial barge, that is right. 

Now they have got this barge in Texas and it has unloaded its news- 
print or something else. 

Mr. Rivers. Then if this bill were amended to conform solely to 
the inland waterways, what would be the position of your institute ? 

Mr. SHaptro. Solely to the inland waterways without any problem 
of what the backhaul is. 

Mr. Rivers. Well, we will get to that bridge when we come to it. 

Mr. Suartro. Solely to the inland waterways we would object but 
you would not hear very much from us. 

Mr. Rivers. You are sure making a lot of noise this morning. 

Mr. Suaprro. Oh, yes. Mr. Rivers, I want this made perfectly clear 
and I think it is important that the record show this. We do not like 
this bill as it was originally drafted for reasons that I have just ex- 
plained to you, but this is not the major part of our fear and I will 
read again: 

The extension of this proposal to the domestic deep sea trades brings us back 
to the heart of this very question. It is this which we fear most. 

That was May 7. 

The very amendment that has developed later, the very witnesses who 
have appeared after this original proposal simply confirm these fears. 
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Mr. Rivers. You know, I have been in Congress 18 years. I have 
never seen a bill as introduced by an individual member ever get 
through a committee without being amended and reamended and 
changed to the convenience of the committee and that is what people 
like you are for. They get the objective of your testimony and then 
they work out a bill in conformance with the majority opinion. 

You understand that. 

Mr. Suarrro. Of course, I do, Mr. Rivers, and you are perfectly 
right. 

Mr. Rivers. Wait a minute. Look how long it took us to get the 
superliner bill out. That is a classic example. I think that was 
introduced by you, Mr. Chairman, was it not ? 

The Cuamman. Mr. Allen and Mr. Tollefson. 

Mr. Rivers. And you. 

The CHarrMan. Yes, sir. 

Mr. Rivers. We amended that thing and changed it when we got 
into executive session. That is a primary objective of legislation. 

The CHarrman. That is, of course, what hearings are for. 

Mr. Suario. Yes, I quite agree with you, Mr. Rivers. There is 
no question about that. 

Mr. Rivers. I will say that you are an eloquent witness for the 
opposition. I will hand you that. 

Mr. Suapriro. Thank you. I appreciate that. 

Mr. Rivers. I would like for you to address yourself to the econ- 
omies of this thing a little more satisfactorily and also to the thing 
that Mr. Allen and Mr. Mailliard brought out about these highway 
and rail objectives. 

Let me say to you that whenever we can get an English corporation 
to spend money in America, that is kind of unusual, because we have 
been sending ¢ a lot of money to England since I have been here. 

The Cuairman. Maybe they are bringing some of it back home. 

Mr. Mixer. I can tell you of an English corporation that took 
millions of dollars out of California and ruined a great part of our 
State but the money all went to England. 

Let us not go into that part of it. 

Mr. Suaprro. Mr. Rivers, I have no objection obviously and it is 

certainly in the national interest for them to come here and do 
business and they have come here and done business and have done 
very well. They are expanding their plant and doing all sorts of 
things. This is a corporation that made $20 million last year. 

Mr. Minter. They have many thousands of employees. 

The Cuarman. I do not think that that is the question at all. I 
do not want to get into personalities here as between nations and 
citizens, and so forth. 

Mr. Suariro. I certainly do not mean to raise that. 

The Carman. I am interested in your discussion. 

There is a vital question at stake in this that will plague this com- 
mittee in the future unless we stay right to the question. 

Mr. Rivers. I agree with you, Mr. Chairman. 

Mr. Suapiro. I ‘fully concede that, Mr. Chairman. 

The Cuamman. I certainly do not feel and I think nobody on this 
committee feels that this company should not be able to haul its 
own product wherever it wants to send it but, when it moves from the 
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field of its own product into activity as a common carrier hauling 
other products in competition with barge lines that have a respon- 
sibility to serve all trades, then is when we come into the field. 

Mr. Suariro. That is an excellent summary. 

Mr. Rivers. That is exactly the way I feel. 

The Cuatrman. I want to hold the line, if possible. 

Mr. Rivers. If we can remove that potential competition, and I 
think it is within the capabilities of this committee to do it, what 
would be your position then ¢ 

Mr. Suarrro. Mr. Rivers, let me answer that question this way. 
There is an element of competition when it moves its own cargo in its 
own vessels by seeking to amend this law. In other words, at present 
there are people who are doing this business for them and they do not 
like to get hurt and I cannot bl: ame them, either. That is one element 
of the problem. 

The second element is that after this company moves its products 
down to Texas, as an example, it now has an empty barge in Texas 
and they told you it would be both uneconomical and folly to move 
this barge back up to Tennessee empty, so you have to do something 
with the barge, which means you have to go into competition with 
people who are in the business at the moment and may have been in 
the business for dozens of years by now and have built facilities for 
servicing this business. That is another element of competition, and 
in my opinion, a much more consequential element of the competition 
that this operation is going to offer. 

If you want to minimize the competition that this operation can 
provide for other carriers you have to confine it entirely to the move- 
ment of their proprietary cargo, but I will admit to you that if you 
confine it to the movement of their proprietary cargo they are no 
longer interested in this bill because the big element in this bill that 
y ields the profit or that dispels the economic » disadvantage comes from 
the return leg movement. 

Mr. Rivers. That is not their testimony. 

Mr. Auten. Will you yield? 

Mr. Rivers. I yield. 

Mr. Aten. Suppose, on the contrary, that they get their empty 
barge in Texas and there is a barge-line common carrier down there 
that is long on cargo and short on barges and, therefore, wants to 
charter this barge for the back haul, why is it not economic to the 
common carrier to do that, rather than to purchase another barge? 

Mr. Suariro. Well, of course, the inland-waterway people are more 
competent to answer this than I am, but the situation where we are 
long on barges and short on cargo tends to be, I would assume, a 
temporary condition and, of course, the rate will reflect the shortage 
of barges as compared with the excess of cargo. 

Now, if you put more barges in there through this operation, you 
are obviously going to defl: te the rates. 

Now, I assume the inland-waterw ay people in the common or con- 
tract business are as interested in advantageous rates as are people in 
the oceangoing trades. 

The analogy is almost directly one of what happens when you break 
out Government-owned vessels and put them in the tramp trades. 
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Now, the people in the business object to this. The people in the 
tramp trades object to this because the tendency is to reduce their 

rates. Other people approve of this. 

Mr. Mitier. Would the gentleman yield ? 

Mr. Auten. Lyield to Mr. Rivers. 

Mr. Rivers. I yield. I have no other questions. 

Mr. Miutrr. I was going to say let us reverse Mr. Allen’s question. 
Suppose that there is a shortage of cargo but they are long on barges 
at this particular time. Does that tend to stabilize the transportation 
costs in that area that we insist that common carriers adhere to in the 
service that we insist they render ? 

Mr. Suartro. It will tend to depress the rates even further. 

Mr. Miter. In other words, that is a two-way setup. 

Mr. Suaprro. Yes; it is purely a function of time and demand and 
supply in the area. 

Mr. Mitirr. Yet we require the common-carrier barge line to accept 
the cargo at even a loss on this particular voyage ? 

Mr. Snaprro. I do not k now, Mr. Miller, what the requirements are 
to accept cargo in the common-carrier trade. Of course, I am quite 
certain that it is a tariff basis. 

Mr. Mitterr. In other words, I flew back here from California the 
other day on a DC-7 and there were 15 people on it. It was a very 
uneconomical flight for American Airlines. I am certain that they 
did not get much more than their gas. 

Mr. Swartro. That is completely correct. 

Mr. Miruer. They were required to make the operation. 

Mr. SHartro. Mr. Miller, the rate at which you traveled was deter- 
mined by the Civil Aeronautics people on the basis of a better load 
than the 15 people. In other words, it is give-and-take, of course. 

Mr. Mriuer. It is give-and-take. The point is they had to make 
the flight. 

Mr. SHarrro. Oh, yes. 

Mr. Mitter. If there were 40 of us traveling we might have been 
able to charter the plane but the plane should not carry the backload. 
Incidentally, in California right now, in Mr. Allen’s and my part of 
California, “the bay area, we ‘find ourselves in a very hard situation 
with respect to the shipment of flowers because one line has discon- 
tinued the operation. Flowers are something which must be gotten 
on the market within 24 hours after they are picked. They can charter 
planes, but planes cannot back-haul if they charter, and they are 
stuck. 

Mr. SHaprro. But the issue here is not the nonavailability of the 
service. That is the big distinction in the analogy that you make. 
Your point is well taken, however. 

The CHatrman. Mr. Macdonald? 

Mr. Macponaxp. Is it not, in your opinion, true that this condition 
exists in many places in the United States; that there is a shortage 
of barges as compared to goods to be hauled e 

Mr. Suaprro. This varies in time but, if I may, sir, I would rather 
that the inland-waterway people, who are really in the business, 
answer that question. 

Mr. Macponarp. Fine. Although you have in what you said cov- 
ered a good deal of ground eloquently, you were cut off in midair in 
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your statement about ownership versus flag and the importance of 
such. I think you stated that, in your opinion, ownership had a much 
greater effect on the operations than > the flag under which the 
ship sails. 

Mr. Sapiro. I believe my statement, Mr. Macdonald, was that 
ownership, under many circumstances, is as important or more im- 
portant than flag. 

Mr. Macponatp. Would you care to elaborate on that? 

Mr. Suartiro. Yes; I will give you a very simple example of that. 
The rules of the sea provide that, 2 going on up, the crew is responsible 
to the master—lacking that you have mutiny—and that the master 
is responsible to the owner. 

Now, here are two vessels alongside each other in the middle of the 
Atlantic. One is an American-flag vessel owned foreign, which is 
impossible by present law but perfectly potential under this amend- 
ment. 

Here is an American-flag vessel owned by somebody in England or 
FranceorGermany. Here isa foreign-flag vessel owned by a corpora- 
tion in New York, an American corporation. 

Now, you have an emergency. It is Suez. It is the beginning of 
Korea. If you were to stake which vessel I could depend on, I would 
much rather stake dependability on the ownership of this vessel than 
the flag of this vessel. 

I know that, to pick an exam ole, Standard Oil of New Jersey, re- 
gardless of the flag of the aa is going to be responsive to the de- 
mands of the United States Navy w vhen an emergency such as Suez 
arises. I have no faith, I would like to have it, but I have no faith, 
that an American-flag vessel owned in Great Britain or France or 
Italy, even though it is an American-flag vessel, that the owner of that 
vessel is going to be as responsive to the United States Navy as I 
would like him to be. 

Mr. Macponatp. That is one of the bases of your objection to this 
bill? 

Mr. Suartro. Yes; this provides American-flag foreign ownership. 
Under the amendment to this bill, there would no longer be limited 
to towing and barging. It would be for the oceangoing trades and it 
would allow a foreign owner to operate American-flag vessels under 
certain conditions even in the ocean trades. This is jeopardy at its 
highest point, in my opinion. 

I can, personally, tell you that I like or want, and I am sure this 
committee does not like or want, anything other than American flag 
if possible, but I certainly would not promote American-flag foreign 
ownership. I cannot promote that, in all good conscience. I have to 
oppose that arrangement. 

Mr. Macponap. I thought, in answer to Mr. Rivers’ question con- 
cerning back haul, that you 1 said that you would have very little objec- 
tion to the bill if the back-haul part was taken out. 

Mr. Suarrro. Were eliminated. 

Mr. Macponatp. Yes. How does that tie up? 

Mr. Suapiro. I said it would minimize our objection. 

Mr. Macponatp. How does that tie up with what you said now? 

Mr. SuAprtro. I was speaking, then, of the inland-waterway opera- 
tion. On the back haul, you would not be jeopardizing present barge 
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operators, let us say, in Texas, their economic position in terms of com- 
petition being offered by the Bowater barge that now finds itself empty 
in Texas having just brought newsprint down there. 

I must be considerate of the man who has been in business for 10 
or 20 years and perhaps one of his considerations was that he knew he 
was immune from foreign ownership of American-flag barges. Per- 
haps he did not even think about this. 

Mr. Rivers. Will you yield? 

Mr. Macpona.p. Yes. 

Mr. Rivers. Mr. Chairman. 

You are not taking into account that just about everybody on this 
barge is an American ? 

Mr. Suartro. Yes, sir, I am taking that into account. There is no 
question about that. 

Mr. Rivers. Despite that, you have some reservation as to the 
loyalty to the United States ? 

Mr. Suartro. No, Mr. Rivers. 

Mr. Rivers. That is what I understood. 

Mr. Suartro. No, you must have misunderstood. 

My application of the issue of which is more valuable, flag or 
ownership, on which you can depend more, dealt specifically with 
the problem of two vessels at sea. I have no reservation about ves- 
sels tied up in the so-called confined inland waterways be they Amer- 
ican flag or foreign flag, because, frankly, if the owner in Great 
Britain “wanted, under an emer gency, to take his tows and meee 
back to Great Britain or South Africa or any place else he obviously 
could not do it. 

Mr. Atten. Would you yield, Mr. Macdonald? 

Mr. Macponaxp. I yield. 

Mr. Auten. Would you make similar exceptions to these mosquito 
fleets, as they call them, on the gulf which run out to these oil opera- 
tions 10 or 15 miles and have a range of a few hundred miles? 

Mr. Suaptro. I do not particul: arly know about that operation, but 
I would say this, and I assume that the same requirement maintains 
itself that these should be American-flag vessels and American- 
owned vessels: as long as the facility is capable of being in other 
than American hands under emergency circumstances, I have qualms 
about it. If this mosquito boat is capable of going, let us say to 
Panama because it might be owned by a Panamanian citizen, when 
the Panamanians decide to do something or Guatemala decides to do 
something that we do not like or that is not in the interests of West- 
ern concepts of democracy, I have great fears about every mosquito 
boat that is capable of getting back to its own country or serving 
purposes other than those which are demands of the American Gov- 
ernment. 

Mr. Atien. On the contrary if the boats are, as I think most of 
them are, launches to carry personnel or small supplies out and if 
they are provisioned and fueled to go maybe 40 miles out and get 
back and have no potential to go any farther than that, would you 
put those in the class with the inland waterw ay vessels or the ocean- 
going vessels? 

Mr. Swaprro. Much more in the class of the inland waterway 
vessel. 
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Mr. Auten. Thank you. 

Mr. Maoponap. I have no further questions. 

Mr. Youne. I would like to ask Mr. Shapiro one question. 

You spoke about the mosquito boats in connection with the amend- 
ment that you say you fear. 

If this bill were amended so as to apply to mosquito boats, if that 
is what you want to call them, where there was no reason to fear that 
they would fall into foreign hands, I take it you would have no 
objection ? 

Mr. Suaptro. I would have the same objection I have as applies 
to these vessels in inland waterways, but the big fear would not be 
there. 

Mr. Youne. Let me ask you one more question, Mr. Shapiro. I 
believe you objected chiefly to the Bowater situation from the stand- 
point of the backhaul. 

Mr. Suaptro. Yes. 

Mr. Youna. Saying that that would then be in competition as a 
common carrier even though the equipment would be leased. 

If there were a similar situation in the hauling of crude oil in the 
identical situation the Bowater ownership but where there would 
be no backhaul, would your objection then be eliminated ? 

Mr. SuHariro. Oh, no. It would be very strong for this reason, sir: 
The transportation of petroleum products is traditionally a one-leg 
transportation. It is almost completely ballast on the ‘return leg. 
There is no problem about the ballast leg being in competition because 
no matter what the vessel or owner is it is going to be in ballast. 
Very rarely do the circumstances warrant any modification of this 
condition, but there are American operators who have dedicated 
themselves to operating American-flag vessels, American-owned ves- 
sels, American-crewed vessels who are providing the service. I cannot 
name them by name, but they are providing the service that some 
companies cannot provide because they cannot own this facility, the 
facility being the tanker. 

I would not like to put a foreign owned American-flag company in 
this business to compete with the traditional American operator who 
may have been doing this for 60 years. That is insofar as a competitive 
element is concerned. 

Now you get the problem of the actual ability to control the vessel. 
A tanker moving from the Gulf of —— 

Mr. Youne. I am talking about the inland situation where there is 
no problem of the escape. 

Mr. Suarrro. That obviously would not apply then. 

My objection would be confined to the same element of objection. 

Mr. Youna. You would object to the petroleum shipment without 
the backhaul but you would have less objection to the Bowater ship- 
ment without the backhaul ? 

Mr. Suaprro. I would have more objection to the Bowater bill. 

Mr. Youne. You would have more objection to the petroleum with- 
out the backhaul ? 

Mr. Suaptro. I thought you were talking about the ocean trade 
when you were referring to the petroleum. 

I thought you were entirely referring to the ocean trade. 

Mr. Youne. I believe that is all. 
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Thank you, Mr. Chairman. 

The CuarrmMan. The movement of freight by truck on the highways 
comes under the Interstate and Foreign Commerce Committee of the 
House. 

Mr. Suaptro. Yes, sir. 

The Cuarrman. A manufacturer in X State shipping to Z State 
with his own truck can ship, of course, his own product to the other 
State. 

Mr. Suaptro. Yes, sir. 

The Cuarrman. On his return he cannot bring back cargo from B, 
C, and D, unless he gets a permit. 

Mr. SuHarrro. As a common carrier he cannot. 

The CuatrmMan. Can he get a permit from the Interstate Commerce 
Commission to operate as a common carrier on the return trip? 

Mr. Suarrro. It is possible, yes. 

The Cuairman. It is possible? 

Mr. Sapiro. Yes. 

The CHarrman. Unless he gets that permit he cannot do it. 

Mr. Suaprro. That is right. 

The Cuarrman. Of course, if he applies for the permit, then the 
existing common carrier files a protest and hearings are set. 

Mr. Suaptro. That is right; yes, sir. 

The CHatrmMan. Now, ‘also in this inland waterway, freight rates 
are set by the Interstate Commerce Commission. 

Mr. Suaprro. That is right, sir. 

The CHarrMAN. Do they grant permits for common carriers on the 
inland waterways / 

Mr. Suarrro. Yes, sir. 

The CuarrMan. So he has to go there to get a permit. 

Mr. Suaprro. As a common carrier. 

The Cuarrman. If we were to do this, then are we conflicting with 
the legislation already provided by the other committee and the prero- 
gatives of the other committee ? 

Mr. Suapiro. I do not think so, Mr. Chairman. I do not think so. 

The Cuarrman. We are permitting this common carrier to lease his 
equipment over to a permitted carrier under the other jurisdiction. 
We are not interfering with that at all ? 

Mr. Suaptro. Not so far as I see. However, may I add this. At 
this particular moment, if he does not choose to operate as a common 
carrier on the return leg and therefore does not get a permit from the 
Interstate Commerce Commission but he moves “only three commodi- 
ties in bulk, he is a so-called ex cempt bulk carrier which requires no 
permission from the Interstate Commerce Commission, and his rates 
are determined purely by the market. 

The Cuatrman. He could then have his own operation without any 
permit and move as much as three cargoes of different type material ? 

Mr. Sapiro. That is right; w ithout any permit, without any sanc- 
tion, without any control of the Interstate Commerce Commission. 

Mr. Mair1arp. Would you yield, Mr. Chairman ? 

The Cuarrman. I yield. 

Mr. Marurarp. Suppose we approved this proposal for Bowater 
but restricted it entirely to carrying proprietary cargo. I get the im- 
pression that, in the first place, you would have no objection to that 
or at least very little. 
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Mr. Suariro. Very little; yes. 

Mr. Maru1arp. But you are quite sure that the Bowater company 
would not be interested in that ? 

Mr. Sapiro, Yes. 

Mr. Mariuiarp. What would prevent them from buying a salt com- 
pany and hauling the salt on the Sat leg ? 

Mr. SHaprrro. “Buyi ing a salt company and hauling that proprietary 
cargo, nothing. 

Mr. Maixu1arp. But you do not think that they would be interested ? 

Mr. Suariro. I would certainly choose to protect myself, if possi- 
ble, though I think it is a kind of remote sort of protection, by pro- 
viding that this be in the lumber and related trades. 

Mr. Mam1arp. What would be w rong with them arranging a pro- 
prietary cargo to haul back ? 

Mr. Suapiro. Arranging a proprietary cargo? From a business 
sense, nothing would be wrong. 

Mr. Marmurarp. You maintain, though, and I think probably cor- 
rectly, that the purpose of this bill is to let them get into the transpor- 
tation business to some extent ? 

Mr. Suariro. Exactly. 

Mr. Maruiarp. If we make it to a very limited extent, I see nothing 
to prevent them from making such arrangements, they being a pretty 
big outfit, as might be necessary under whatever restrictions we place 
to hav r cargoes to haul back. 

Mr. Suartiro. They do not have to own a salt mill todothis. They 
can buy salt, and it becomes a proprietary cargo. It is very difficult 
to draw a line here. There are 4 or 5 alternatives as to where you 
draw the line, one of which is the line that was drawn by the Congress 
of 1920. Wherever you may draw the line beyond that, you are, in 
my opinion, creating greater inequities than the Congress originally 
provided. 

Mr. Mainur1arp. Perhaps you cannot answer this question, but do you 
believe that, even if this committee were to approve some bill which 
would be at least a reasonable solution of Bowater’s problem, but which 
probably would permit them to use those barges in carrying some kind 
of cargo other than pulp on the return voyage, we would get objections 
from the railroads and trucking industry ¢ 

Mr. Suartro. I feel quite confident you will. 

Mr. Mailliard, I must get back to the beginning. 

My point is that you do not have to pass this bill to solve his prob- 
lems. There are many people who would be delighted to undertake 
a charter with the Bowater people to built the facilities exactly to the 
way he wants them, to give him 100 percent control if this is what he 
wants, without amending this legislation; but the only thing he can- 
not do is own the corporation that builds or operates the vessel. I 
would be delighted to put him in contact. 

The next witness would be able to do a much more satisfactory job 
of putting him in contact with people who would give him everything 
he wants by way of transportation, everything he wants by way of 
control, everything he wants by way of specialized facilities without 
touc hing this law. 

We pleaded with the Bowater people that there are many solutions 
to their problem without amending the law, but the problem is that 
they do not want to have a corporation that is not owned by the 
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Bowater people. They may be 100 percent correct in their view of this, 
and I am not reflecting that it is an improper view, but I certainly think 
it is an improper view when it comes, as the alternative of this pro- 
posal is, to amend American law. 

Mr. Maiizarp. Let me turn it around the other way. 

Suppose this committee wished to agree with your point of view. 
How do we justify treating waterborne traffic in a different manner 
than highway- or rail- borne traffic is treated? How do we explain 
why we have to make a distinction ? 

Mr. Suapriro. It is a difficult explanation to give, Mr. Mailliard. 

Mr. Maiur1arp. We have been talking about it for quite a while, 
and I have heard no explanation yet. 

Mr. Suarrro. I am perfectly willing to admit that it is probably 
not a very satisfactory one to you and to other people who think 
similarly. 

I would say the Congress of the United States set up this distine- 
tion in 1920. We, of course, survived with it until 1958. 

I do not know of any great hardship that it has created. I can 
think of a lot of benefits that have resulted. 

Mr. Matiuiarp. Mr. Shapiro, I am not quarreling with that at all 
but you yourself have admitted that there is nothing in the legislative 
history to indicate that the action of the Congress at that time was 
with this type of situation in view. 

Mr. Suapino. Except the bill as passed. 

Mr. Maruutarp. The wording of the bill. 

Mr. Suartro. The wording of the law; that is right. 

Mr. Marutiarp. But what was in their mind as to why they did it 
apparently was not revealed. 

Mr. Suariro. It is not revealed. 

Mr. Matuxiarp. Forgetting whether anybody has suffered or has 
not suffered and assuming that this committee wants to do something 
that makes sense, that is ‘fair and reasonable and in accord with our 
general national policy, it seems to me that in order to defer main- 
taining the situation which now exists, we have to put ourselves al- 
most in the position of going back and saying, “Why was this done 
in the first place?” 

Mr. Suartro. No, Mr. Mailliard; I prefer putting that another 
way. 

Mr. Maititarp. You are not having to do it. I am telling you 
what is worrying me, not what is worrying you, that I think it is 
our job to be fair. 

Here our friend and colleague comes in here with a bill, and we 
are inclined to take as reasonable a view of it as we can. I would 
feel a lot more content with saying “no” to my good friend across 
the aisle here if I could think of some good reason. 

Mr. Suariro. Here is the thing that comes immediately to mind. 
It is a puzzling question, and you are very correct. I am trying to 
be as fair as I possibly can. Believe me, I would not want to offend 
Mr. Rivers for anything. He has been perfectly reasonable in his 
approach. 

I would say that, if it were necessary for the Bowater people— 
and I am speaking only of the Bowater people at this particular mo- 
ment—to get this service, to get exactly what they want to do in no 
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other fashion but amending the law, then I would be faced with 
the same problem that you are faced with, but knowing as I do that, 
if ownership of vessels is their problem, if control of vessels is their 
problem, if specialized facilities are their problems, there are so many 
alternatives to providing their transportation without amending the 
law, I am a little taken aback by the proposition that the proper thing 
to do is to amend the law. It isa very simple solution. 

Mr. Matixiarp. Even so, does that justify us leaving a law on the 
books that we cannot see any good excuse for having ? 

Mr. Suarriro. I would say, in answer to that question, Mr. Mail- 
liard, that if the times comes that the amendment of the law is 
necessary in order to overcome a hardship or in order to treat fairly, 
that is the time for the Congress, this committee, to really deliberate 
over that sort of problem. 

I do not see that you are faced with that problem at this moment. 

Mr. Matuairp. That is all, Mr. Chairman. 

The Cuarrman. Here on James River is DuPont. Down at Frank- 
lin, Va., there is a Camp Manufacturing Co. In eastern North Caro- 
lina there is a pulp mill on the Roanoke River. Down at Charleston, 
S. C., there is a pulp mill. There is one at Savannah, Ga., I be- 
lieve. I know that from Savannah they come up to my area and haul 
wood back to Savannah. I do not see those barges bringing anything 
back when they come back. 

This approach is the case where, if all these people go into hauling 
their product to the available market, they will only be interested in 
hauling such cargo as they would pick up to their convenience back 
to their original source of departure. 

What effect would that have, then, on the dependable movement of 
waterborne cargoes in the inland waterway systems ? 

Mr. Suarrro. It could be most detrimental both to the shipper and 
the operator. 

The Cuatrman. That is all. 

Counsel has some questions. 

Mr. Drewry. Mr. Shapiro, Mr. Macdonald asked you to elaborate 
on this question of ownership. Why do you feel that ownership of 
an American owned foreign-flag ship makes the ship more readily 
available than an American-flag, foreign-owned ship ? 

Mr. Suaptro. Unless you get into an all out emergency, and many 
of our emergencies, of recent years at least have been less than that, 
the Government’s control over the vessel is exerted through the owner. 
The owner can or cannot be responsive. 

To be perfectly forthright, we are talking particularly about the 
substantial petroleum companies, in effect, and I am assuming, and I 
think properly, that an American owner of a foreign-flag vessel is 
going to be infinitely more responsive to the demands of the American 
Government than will a foreign owner of an American-flag vessel, 
assuming that both are, let us say, on the high seas or at an overseas 
port. 

When they are in an American port, it is an entirely different situ- 
ation because there the American Government can take over the 
physical facility if it chooses regardless of its flag. 

Mr. Drewry. That is because the American corporation, the Ameri- 
can owner is so intimately tied up in so many ways with the American 
Government ? 
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Mr. Suartro. Precisely, yes. He cannot afford to be delinquent in 
this respect. 

Mr. Drewry. It isan economic matter in large part. 

Mr. Suarrro. Well, I would say: If you were to bar issues of moral- 
ity which we obviously cannot bar, you could narrow it down to an 
economic matter, but I think on purely moral issues, Gulf Oil Co. 
Standard Oil of New Jersey, et cetera, are extremely responsive to 
the demands of their own Government. As a matter of fact the 
history of the voluntary tanker pool during the Korean crisis, when 
American owners even made their foreign-flag vessels part of the pool 
in servicing the United States Navy demand for petroleum products, 
is pretty convincing evidence to me that the substantial American 
citizen is not likely to be delinquent to the demands of his Government 
in any facility that he may own. 

This is not confined necessarily to the tanker, the so-called mobile 
facility. It is just as applicable to oil- drilling facilities overseas 
except that there it is subject to some jeopardy from foreign sources 
because it is not mobile. 

Mr. Drewry. The Standard Oil Co. has its facilities overseas, to use 
that example, and it has heavy investments in nations such as Ger- 
many, Great Britain, as well as in ships flying the Panama flag. 

If those governments made a demand on the ships of their own flag 
and we made a demand on them, are they going to ignore the demands 
of the flag under which they are operating ? 

Mr. Suaprro. Yes, as to the choice between being responsive to the 
demands of, let us say, the German Government versus the American 
Government, there is no question in my mind as to where the respon- 
siveness is, no question whatever, and you raise rather an interesting 
point on that particular subject, Mr. Drewry. 

This is something that has not particularly been discussed and per- 
haps is not particularly relevant, but it is interesting to note that the 
Department of Interior, in preparing the mobilization base for petro- 
leum requirements, considers in the ‘mobilization base properties and 
their productive capacity of American corporations overseas which 
means you are not only counting on the tanker but you are counting 
on the petroleum in Lebanon or from wherever the particular thing 
may come. 

Mr. Drewry. That may be. You have been talking about large 
corporations. In the case of the ship under the West German flag 
with big Standard Oil holdings over there, if that ship were to run 

way from the flag in which it is registered there would be recourse 
by the German Government. 

Mr. Sriartro. Yes, sir. 

Mr. Drewry. On the facilities, I suppose, with which they could 
not run away. 

Mr. Suaptro. Yes. 

Mr. Drewry. Are we not in exactly the same position from the 
standpoint of control, only here we would have American-flag vessels, 
American registry with the protection of the American Navy, Ameri- 
can citizens manning them and belonging to American corporations 
though controlled by foreign corporations with properties so vast that 
any advantage of sneaking away with a ship would be minimized by 
the loss that they would endure. 
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Mr. Suariro. This would depend on a number of circumstances: 

(2) What would the loss be? The loss may not be anything. The 
rovernment may take over the productive capacity of a facility but 

all you are losing in the process is perhaps the productive capacity. 

Mr. Drewry. We have control over that corporation. Let us take 
another example. One of the world’s largest tanker owners, one of 
the world’s largest fleetowners of any kind is an American citizen. 
His business is conducted on a worldwide basis. Without in any way 
questioning his loyalty, because I understand it is certainly of the 
highest, from a business standpoint, unless there were an all-out situa- 
tion if he were asked to bring back his Liberian-flag ships and he found 
it undesirable at that particular moment, is there any reason to believe 
that he, with the great holdings he has overseas, would be responsive 
to the call just because he is an American citizen? 

Mr. Suarrro. Yes, I am thoroughly convinced of this. You picked 
a bad example when you picked Liberian flag, because this would be 
responsive to the Liberian Government and there are no physical facil- 
ities except an office or two that the Liberian Government could take 
away. Had your example been a country in which there are substan- 
tial physical facilities, you are getting into a problem that is a little 
bit broader than what one can answer immedi: ately and it is that these 
people tend to conduct their businesses in countries within which they 
have some confidence that the sides are going to be the same. If it 
were doing business in the Soviet Union, as compared with doing busi- 
ness in the United States, I would be troubled by that but if it is doing 
business in—it is hard to pick a country these days. 

Mr. Drewry. You have expressed your opinion. 

Mr. Chairman, I have here a letter from the counsel for the Shell 
Oil Co. that answers at least part one of the questions raised earlier 
that there are no comparable restrictions in coastwise domestic trades 
of Canada, England, and Holland, and a vessel registered under the 
Dutch, British, or Canadian flag is entitled to engage in coastwise 
trade in those three countries even though the company owning or 
controlling the vessel may be owned by United States citizens. 

It isa letter from Mr. W. F. Kenney. 

The Cuarrman. It will be placed in the record at this point. 

(The letter referred to follows :) 

SHELL Or Co., 
New York, June 12, 1958. 
Hon. Joun Drewry, 
Verchant Marine and Fisheries Committee, House of Representatives, 
Washington, D.C. 


Dear Mr. Drewry: Following my testimony before the committee on H. R. 
9833, I became curious as to whether foreign countries imposed restrictions on 
proprietary coastwise transportation by water by United States-controlled com- 
panies comparable to those which are the subject of the present hearings before 
your committee. I made such an inquiry as to Canada, England, and Holland, 
selecting these three countries because I had ready access to the views of 
counsel in these three countries on this problem. 

I have been advised that there are no such comparable restrictions in any of 
these three countries; that a vessel registered under the Dutch, British, or 
Canadian flag is entitled to engage in coastwise trade in those three countries 
even though the company owning and operating the vessel may be controlled 
by United States citizens. 

I think that this is information that would be of interest to your committee. 
I would, therefore, appreciate your including this letter in the record on H. R. 
9833 supplementary to my testimony before your committee. 

Yours very truly, 
W. F. KENNEY. 
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Mr. Drewry. We have also a letter from the Pacific Tankship Asso- 
ciation in opposition, and a letter on behalf of the Lake Carriers’ 
Association in opposition to the bill. 

The Cuatrman. Are the lake carriers going to appear ? 

Mr. Drewry. No, sir. 

The Cuatrman. We had better read this letter for the benefit of 


those present. 
Mr. Drewry. The letter of May 6, 1958, to Mr. Bonner, chairman: 


Dear Str: Lake Carriers’ Association, on whose behalf these comments are 
submitted, consists of some 30 companies owning and operating 324 vessels of 
United States flag which engage in the transportation of iron ore, limestone, 
grain, coal, and other commodities between ports on the Great Lakes. The 
association is opposed to enactment of H. R. 9709, H. R. 9826, H. R. 9833, and 
H. R. 9855 for the reason that, if enacted, they would constitute a dangerous 
precedent for the further impairment of the coastwise laws. The requirement of 
existing law is that, with respect to any corporation documenting a vessel for 
the coastwise or domestic trade, at least 75 percent of the voting stock must be 
owned by citizens of the United States and its president and all of its directors 
must likewise be citizens of the United States. 

The purpose which existing law seeks, among other things, is control by citi- 
zens of corporations owning vessels engaged in the domestic trade. Obviously 
that purpose would not be preserved by permitting certain corporations en- 
gaging in domestic trade to be owned and controlled by aliens even though their 
officers and directors and 90 percent of their employees were citizens and resi- 
dents of the United States. The officers and directors would at all times be 
susceptible and subject to the directions of the real owners who, under the pro- 
visions of these bills, could be aliens and not subject in other respects to the laws 
of the United States. Nor would the purpose of existing law be preserved by 
requiring that such alien-owned corporations be engaged chiefly in a manu- 
facturing or mineral industry and purchase substantially all their raw materials 
in the United States. They nevertheless could employ their vessels in domestic 
trade not only for themselves but for others. 

Lake Carriers’ Association accordingly urges your committee to report these 
bills unfavorably. 

Respectfully submitted. 

GILBERT R. JOHNSON, 
Counsel, Lake Carriers’ Association. 


The CHatrman. The Lake Carriers’ Association letter, the Pacific 
American Tankship letter and the telegrams from the Pacific Ameri- 
can Steamship Association object to this bill. They object to this bill 
on the principal point to which this witness has testified. 

Mr. Drewry. Yes. 

The Cuamman. The American Newspaper Publishers Association 
are in favor of this bill. 

We will put these letters in the record at this point. 

(The documents referred to follow :) 

DoNoGHUE & RAGAN, 
Washington, D. C., May 16, 1958. 
Re H. R. 9833. 
Mr. HeErRreErt C. BONNER, 
Chairman, Merchant Marine Subcommittee, 
Committe on Merchant Marine and Fisheries, 
House Office Building, Washington, D.C. 

Dear Sir: Pacific American Tankship Association is a trade association com 
posed of owners and operators of United States-flag oceangoing tankers located 
on the west coast of the United States. 

Section 27 of the Merchant Marine Act, 1920, provides, inter alia, that no 
merchandise shall be transported by water between points in the United States 
“in any other vessel than a vessel built in and documented under the laws of 
tthe United States and owned by persons who are citizens of the United 
States * * *.” Section 37 of that act provides that the term “citizen of the 
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United States” shall have the meaning assigned by section 2 of the Shipping Act, 
1916. 

Section 2 of the Shipping Act, 1916, provides that no corporation operating 
any vessel in the coastwise trade shall be deemed a citizen of the United States 
unless the amount of interest owned by citizens of the United States shall be 
not less than 75 percent. Section 2 (c) specifies, with particularity, standards 
required before a 75 percent of the interest in the corporation shall be deemed 
to be owned by citizens of the United States. 

The instant bill proposes to depart from these long-established and necessary 
criteria of ownership of vessels engaged in the coastwise and domestic trades 
of the United States. It seeks, instead, to substitute standards which are entirely 
irrelevant to the principle established these many years as national policy. 

The membership of the Pacific American Tankship Association respectfully 
urge upon the committee that nothing in the intervening years has in any way 
diminished the importance to the national interest and to domestic carriers of 
these provisions limiting the domestic water trade to citizens. 

That a foreign or foreign-controlled corporation engages in “manufacturing 
or mineral industry” or that substantially all the raw materials used by such 
corporation are purchased in the United States are facts completely irrelevant 
to the purposes which led to the enactment of this necessary safeguard in the 
first instance. 

Accordingly, the Pacific American Tankship Association respectfully requests 
that this proposed bill be rejected. 

Very truly yours, 
Pactric AMERICAN TANKSHIP ASSOCIATION, 
Rosert F. DoNOGHUE, Counsel. 


JOHNSON, BRANAND & JAEGER, 
Cleveland, Ohio, May 6, 1958. 
Subject: H. R. 9709, H. R. 9826, H. R. 9833, H. R. 9855. 
Hon. Herpert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 

Dear Srr: Lake Carriers’ Association, on whose behalf these comments are 
submitted, consists of some 30 companies owning and operating 324 vessels of 
United States flag which engage in the transportation of iron ore, limestone, 
grain, coal, and other commodities between ports on the Great Lakes. The 
association is opposed to enactment of H. R. 9709, H. R. 9826, H. R. 9833, and 
H. R. 9855 for the reason that, if enacted, they would constitute a dangerous 
precedent for the further impairment of the coastwise laws. The requirement 
of existing law is that, with respect to any corporation documenting a vessel for 
the coastwise or domestic trade, at least 75 percent of the voting stock must be 
owned by citizens of the United States and its president and all of its directors 
must likewise be citizens of the United States. 

The purpose which existing law seeks, among other things, is control by citi- 
zens of corporations owning vessels engaged in the domestic trade. Obviously 
that purpose would not be preserved by permitting certain corporations engaging 
in domestic trade to be owned and controlled by aliens even though their officers 
and directors and 90 percent of their employees were citizens and residents of 
the United States. The officers and directors would at all times be susceptible 
and subject to the directions of the real owners who, under the provisions of these 
bills, could be aliens and not subject in other respects to the laws of the United 
States. Nor would the purpose of existing law he preserved by requiring that 
such alien-owned corporations be engaged chiefly in a manufacturing or mineral 
industry and purchase substantially all their raw materials in the United States. 
They nevertheless could employ their vessels in domestic trade not only for 
themselves but for others. 

Lake Carriers’ Association accordingly urges your committee to report these 
bills unfavorably. 

Respectfully submitted. 

GILBERT R. JOHNSON, 
Counsel, Lake Carriers’ Association. 
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San FRANCISCO, CaLiF., May 6, 1958. 
Congressman Hersert C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
Washington, D. C.: 

Regret inability to appear at hearing on H. R. 9709 and companion bills amend- 
ing section 27 of the 1920 Merchant Marine Act to permit barges of American 
corporations that are not citizen owned to engage in domestic waterborne com- 
merce. 

Our association has carefully reviewed and thoroughly discussed this legisla- 
tion, and while we appreciate the problems of the foreign-owned corporation which 
has asked for this legislation and while we appreciate that our coastwise laws 
from time to time appear harsh in their application, we must oppose this legisla- 
tion. Our opposition is based on the principle which this legislation violates 
rather than on any competitive threat which it might represent in its narrow 
context. There is ample evidence in past history that if this amendment is 
passed your committee will be deluged with petitions for similar relief by a 
myriad of foreign-owned corporations who desire to engage in their own ship- 
ping operations in United States waters. A classic example is Shell Oil Co. 
which has thousands of American stockholders and farflung installations in this 
country which is prohibited from operating its own vessels in coastwise or inland 
water trade by reason of the application of this 130-year-old principle of law. 
Further example of substantial American corporations owned abroad could be 
cited but suffice it to say that your committee will undoubtedly be hearing from 
them if this legislation is passed. 

Again, Mr. Chairman, while we appreciate the desire of the prime movers in 
this legislation be permitted to operate their own vessels, we are not impressed 
with arguments that to deny them this privilege would be to frustrate their opera- 
tions within the United States. I am sure the record will bring forth evidences 
of ample availability of existing American barge operators to serve the com- 
panies involved or any other company similarly situated with adequate water 
transportation on a contract basis, at competitive rates. 

Ratpu B. DEWEY, 
President, Pacific Steamship Association. 


AMERICAN NEWSPAPER PUBLISHERS ASSOCIATION, 
New York, N. Y., May 1, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, Subcommittee on Merchant Marine, 
House of Representatives, Washington, D.C. 

DreAR CONGRESSMAN BONNER: The American Newspaper Publishers Association 
is a trade association comprising 830 daily newspapers with more than 90 percent 
of total United States daily circulation. 

Bill H. R. 9833 and other similar bills now being considered by your committee 
eall for an amendment to section 27 of the Merchant Marine Act of 1920 which 
would permit ownership of barges for the transportation of merchandise by water 
if a majority of the officers and directors of the corporation operating such barges 
are citizens and residents of the United States and 90 percent of the employees are 
also citizens and residents. 

The American Newspaper Publishers Association favors enactment of this 
leigslation for the following reasons: 

1. The ANPA is interested in more production of newsprint to supply news- 
papers with the newsprint they need and must have. 

2. Bowater’s Southern Paper Corp. has recently erected a newsprint mill in 
Calhoun, Tenn., in order to supply newspapers with some of that needed news- 
print. 

3. One of the chief factors in the decision to build this mill was the availability 
of barge transportation on inland waters to bring wood to the mill and to ship 
newsprint at not unreasonably high transportation costs. 

4. Bowater’s Southern Paper Corp. is a wholly owned subsidiary of the Bo- 
water Corporation of North America, Ltd., which in turn is wholly owned by the 
Bowater Paper Corp., Ltd., a British corporation. Thus under the present law it 
is forbidden to own or operate barges on inland waterways. 

5. Bowater’s Southern Paper Corp. will meet all of the requirements under the 
proposed amendment incorporated in bill H. R. 9833 inasmuch as a majority of its 
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officers and directors and 90 percent of its employees are citizens and residents of 
the United States; the corporation is engaged chiefly in manufacturing; it 
purchases substantially all of its raw materials in the United States; and the 
value of its barges and towing faciilties, we are assured, will not exceed 10 
percent of the total value of the assets of the corporation. 

6. The enactment of this proposed amendment will aid newspapers in securing 
their needed newsprint from Bowater’s Southern at lower transportation costs 
and more expeditiously. 

It is hoped that your committee will give favorable consideration to the legisla- 
tion now before it, and that the views of the American Newspaper Publishers 
Association will be made a part of the record of these hearings. 

Sincerely yours, 
CRANSTON WILLIAMS, General Manager. 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
Washington, D. C., June 25, 1958. 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 


DEAR Mr. CHAIRMAN: During the course of my testimony on H. R. 9833, the 
so-called Bowater bill, among other things which seemed to disturb you was 
the implication that we are being unusually restrictive in our legislation against 
noncitizens or noncitizen corporations. 

While I am sure this restriction in the national interest is clearly obvious 
to you insofar as the domestic offshore trades are concerned, I should like to 
clear up any doubt in your mind that we are more restrictive of Canadian 
citizens in the inland water trade than Canadian law is against American 
citizens. 

Section 671 of the Canadian Shipping Act of 1952, as amended, provides as 
follows: 

“671. (1) No goods shall be transported by water or by land and water, 
from one place in Canada to another place in Canada, either directly or by 
way of a foreign port, or for any part of the transportation in any ship other 
than a British ship.” 

This is almost word for word the same restriction as exists under our 
section 27 of the Shipping Act of 1920, except that the Canadians will admit 
to their trade ships of the United Kingdom, Australia, etc., but not American 
or non-British vessels. Further, a British ship is defined in section 2 (98) 
of that same act as including “every description of lighter, barge, or like vessel 
used in navigation in Canada however propelled.” 

This is followed by section 6 of the same act which provides that a ship 
shall not be considered a British ship unless it is wholly owned by British 
citizens. 

The end effect of this is that Canadian law is more restrictive against non- 
nationals even in inland waterway operation than is American law. 

While I do not present this as the sole argument against the bill, I think 
these facts should be known to you and your colleagues in light of several 
erroneous impressions created by witnesses for the proponents. 

I would appreciate it if this letter could be made a part of the record. 

Sincerely yours, 
ALVIN SHAPIRO. 
The CuHatrrman. Thank you very much. 
Mr. Suaprro. Thank you. 


The Cuatrman. Mr. Carr. 


STATEMENT OF BRAXTON B. CARR, PRESIDENT, THE AMERICAN 
WATERWAYS OPERATORS, INC., WASHINGTON, D. C. 


The Carman. Will you identify yourself, sir. 
_ Mr. Carr. Mr, Chairman and members of the committee, my name 
is Braxton B. Carr. I am president of the American Waterways 
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Operators, Inc., which is an educational, nonprofit trade association 
representing operators of barges and towboats, tugs, and shallow- 
draft tankers on the rivers, canals, intracoastal waterways, and in the 
harbors of the United States, the builders and repairers of this equip- 
ment, and terminal operators along the inland waterways. More than 
200 companies have membership in the association, which has its prin- 
cipal office located at 1025 Connecticut Avenue, in Washington, D. C. 
and which has field offices in New York and New Orleans. 

The board of directors of the American Waterways Operators, Inc., 
representing every type of inland waterway carrier which operates in 
the United States, at its regular quarterly meeting on June 3, 1958, by 

resolution directed me to present a statement to this subcommittee 
opposing enactment of H. R. 9833, or any similar proposed legisla- 
tion which would amend the Merch: int Marine Act of 1920 so as to 
permit a foreign owned or controlled corporation or individual to 
own and operate vessels between ports and points in the United 
States. 

Without presuming in any way to imply that the members of this 
subcommittee are not fully informed on the legislative history of sec- 
tion 27 of the Merchant Marine Act of 1920, I nevertheless would like 
to direct your attention to the fact that the legislators who framed 
that act as well as the Shipping Act of 1916 believed it was essential 
to the welfare of the United States to prohibit foreign ownership or 
control of vessels operating in our domestic trade. It is a flat, un- 
equivocal prohibition. There is no exception in the existing law. 

I should like to recall to your attention also that the overriding pur- 
pose underlying enactment of the Merchant Marine Act of 1920 was 
to foster, develop, and protect asound United States merchant marine. 
We had ‘good reason in 1920 to feel acutely the need to foster, to de- 
velop, and to protect an adequate merchant marine. In World War I 

had found how inadequate our merchant-marine establishment 
was to meet the Nation’s needs. 

The Members of Congress who drafted the Merchant Marine Act of 
1920 were well aware that unless our inland water fleet and our coast- 
wise fleet are unequivocally owned and controlled by citizens of the 
United States this important segment of our transportation system 
could not be regarded as a dependable unit to meet emergency ‘needs 
of the Nation at such time as they may arise. The depend: ibility and 
the security of our inland and coastwise fleets to assist the national- 
defense effort must always be assured, and the legislators who framed 
the Merchant Marine Act of 1920 believed that this can be accom- 
plished only by resting ownership of those fleets in the hands of 
American citizens. 

An equally important reason underlying the philosophy of the Con- 
gress in its passage of section 27 of the Merchant Marine Act of 1920 
was to insure the economic success of the American-flag industry in 
its construction, maintenance, and operation, realizing such insurance 
was needed because of interindustr y competition as w ell as competition 
with lower-cost foreign-flag operations. 

I respectfully submit to this subcommittee that no sound reason has 
been advanced which warrants changing this well-founded historical 
policy of the United States with respect to ownership and operation 
of vessels operating between points in this country. 





es | 


ee 


CP OP eed es eet NS ete ies les lk 


So © oF 8 


Qh me 





DOMESTIC SHIPPING PROBLEMS 95 


The bill, H. R. 9833, on which the subcommittee is conducting this 
hearing, is admittedly designed to amend the act to allow a single 
foreign. owned corporation to own and operate vessels. 

The Ciairman. Let me interrupt there. This happens to be a 
British corporation, but this would apply to all foreign corporations 
were it enacted. Of course, we have the most fr iendly and fine rela- 
tions with the British, but the fact is that it is a foreign corporation 
and any country could come in and set up a plant of this type; is that. 
correct ? 

Mr. Carr. That is correct, Mr. Chairman. We understand that. 

The Cuatrman. Allright. 

Mr. Carr. I have listened to the arguments made for its enactment. 
A representative of the corporation has contacted me to explain the 
reasons for asking for this individualized piece of legislation. I do 
not question in any way the sincerity of the arguments put for ae 
nor the honor of the men who advance them. Yet I must repeat that 
no sound argument has been advanced to warrant changing the his- 
torical policy of the United States with respect to owner rship and 
oper: ition of vessels operating between points in this country. 

The primary reason advanced to show need for this proposed legis- 
lation is the encouragement of an established industry to continue 
production of a product that is admittedly in short supply in the 
United States and to encourage it, perhaps, to add production facili- 
ties because the corporation needs to be in a better competitive posi- 
tion with its wholly owned United States competitors. 

The barge and towing-vessel industry is strictly a service industry 
and is, therefore, 100 percent for encouragement of production indus- 
try. The for-hire water-carrier industry of the United States is fully 

apable of providing every necessary service for this corporation or 
any other similar corpor ation, offering it every economic advantage 
th: at is the stock in trade of barge operators. It is so much the stock 
in trade of the barge industry that cor porations who have the capabili- 
ties to own their own fleets find economics favorable to employing the 
services of for-hire carriers instead of operating their own vessels. 

It has been suggested by some of the proponents of H. R. 9833 that 
the for-hire barge and towing-vessel industry is unwilling to provide 
or will not provide or is incapable of providing the specialized type of 
equipment needed to perform this corporation’s services. It is com- 
mon practice among for-hire barge operators in the United States to 
provide specialized equipment in specialized services. It is one of the 
fundamentals of service which has brought the industry back to a 
position of being one of the Nation’s reliable carriers which now pro- 
vides more than 8 percent of our total intercity freight service. Spe- 
cial equipment is operated by for-hire barge lines tod: ay in handling a 
variety of commodities embodying much more in the way of specialty 
requirements than that which is needed for newsprint. There is no 
question that the existing industry is capable and willing to provide 
special equipment where the demands for it exist. 

It has been argued that, without the ability to control fully the use 
of the special equipment needed for this corporation’s service, the 
corporation cannot exploit its full production and distribution po- 
tential. The use of equipment operated by a for-hire barge carrier 
can be controlled by the shipper, either through dedication of the 
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equipment operating under published tariffs or under terms of a 
contract operation. There is no question of such control. It iscommon 
practice in our industry. 

As to the willingness of the existing for-hire-carrier barge industry 
to provide equipment and services of a specialized nature, I think it 
is sufficient to say to this subcommittee that, as a representative of. 
an industry that helped pioneer the development of this Nation, died 
under competition from the railroads, and rose in rebirth during 
World War II to perform immeasurable service to a beleaguered 
Nation, as a spokesman for that industry I am appalled to hear any- 
one with such lack of knowledge of the industry as to suggest that 
it would not beat a path to the door of any company that really wants 
its service, special or ordinary. 

I believe the subcommittee deserves an explanation of why the 
directors of the American Waterways Operators, Inc., instructed me 
to oppose this bill or any similar proposed legislation that would 
amend the Merchant Marine Act of 1920 in such a way as to permit a 
foreign owned or controlled corporation or individual to own and 
operate vessels between ports and points in the United States. 

There has been circulated to certain of our directors and to me a 
yroposed substitute bill for amending section 27 of the Merchant 

farine Act of 1920. This substitute bill would restrict the use of 
vessels owned by a foreign owned or controlled corporation to pro- 
prietary carriage, but it would broaden the base of the amendment in 
such a way as to permit foreign owned or controlled corporations 
other than the one to be accommodated by H. R. 9833 to own and 
operate vessels in domestic trade in the United States. The fact that 
such a substitute bill is being circulated even before it is offered to 
the Congress points up one of the real problems posed by this legis- 
lation. If we open the door to one foreign-owned corporation to al- 
low it to operate vessels in our domestic trade, can we deny the same 
right to other foreign owned or controlled corporations? I am sure 
we cannot, equitably, do so. The legislators who set the prohibition 
believed no exceptions could be made. 

I want to emphasize to the members of this subcommittee that, in 
our opinion, no sound reason has been advanced as to why we should 
permit a foreign-owned corporation to operate vessels on the inland 
waters between points in the United States. The proposal is fraught 
with immediate danger, as I have suggested in pointing out the pro- 
posal that is being circulated already to broaden the scope of the plan. 
The alleged economic inequalities do not exist or, at least, have been 
greatly exaggerated because the capabilities to correct them exist 
without tampering with a keystone of our Merchant Marine Act. 

On behalf of the American Waterways Operators, Inc., I respect- 
fully request this subcommittee to reject this proposal. 

The Cuarrman. Mr. Miller? 

Mr. Mier. You say, on page 4, at the conclusion of your second 
paragraph, that: 

It is so much the stock in trade of the barge industry that corporations who 


have the capabilities to own their own fleets find economics favorable to em- 
ploying the service of for-hire carriers. * * * 


Could you furnish the committee with a list of 3 or 4 such corpora- 
tions? 
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Mr. Carr. Yes, Mr. Miller; I can do so. I would prefer to deal 
with it in industries, rather than by names of corporations. 

Mr. Miter. I will accept it within industries. You need not do it 
today. 

Mr. Carr. The largest movement over the inland waterways today, 
second to petroleum products, i is coal moving from the mines to utility 
plants. 

The utilities are certainly capable of owning and operating fleets 
of barges and, without exception, they employ for-hire carriers to 
handle these tremendous movements of coal. There is, and I will 
mention locally in this case, in St. Louis a company that is employing 
perhaps the most highly specialized equipment operating over the in- 
land waterways today. That is the thermos bottle barge developed 
and employed to move molten sulfur out of the gulf coast area. 

The company saw fit to employ for-hire carriage rather than to 
build and operate those barges themselves. 

Mr. Miuurr. That is all. 

The Carman. Mr. Allen? 

Mr. Auten. Mr. Chairman. 

I confess at the outset, Mr. Carr, that I am rather unfamiliar with 
barge and inland-waterway operation which may lead to a few rather 
general questions. 

Could you tell me what percentage of the barges are operated by 
common carriers and what other types of carriers there are and how 
many barges they have? 

Mr. Carr. Mr. Allen, there are, generally, three types of oper ations 
in this country. There is the common-carrier operation, which is 
similar to common-carrier railroads and trucklines in practically every 
respect; there are the exempt carriers, who require no certificates of 
necessity and convenience from the Interstate Commerce Commission, 
who may go on the inland waterways and carry the commodities which 
are identified in the aggregate as exempt commodities so long as they 
do not put more than three in a tow. 

Mr. Atien. Three barges or three commodities in a tow? 

Mr. Carr. It may be either 3 commodities in a single barge or it 
may be 3 barges loaded each with an individual commodity, either 
way. 

Then there are the private carriers. 

Because of the type of operation, you can readily see that there are 
no figures on exempt traffic, as such, or in private traffic, so that, 
when. we get beyond the traffic that we know is carried by common 
carriers, we are in something of an estimating position but, roughly, 
10 percent of the companies operating barge and towboats are common 
carriers. They carry about 26 to 28 percent of the total traffic that 
moves over the a und waterways. 

We know something of private carriage. It is, roughly, about the 
same as the common carriage, in the 20-percent area, so that the 
balance, something slightly less than 50 percent of the total traffic, 
is carried by exempt operators. 

Mr. Auten. Who are the private carriers and what do they carry, 
not necessarily by commodity but type of operation? Are they the 
automobile people who carry the products of their own factories, or 
are they gravel people who carry their own gravel, proprietary cargoes, 
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in other words; or are they fellows who own a barge and go around and 
pick up a cargo ‘wherever they can ? 

Mr. Carr. Perhaps the largest private-carrier operation is in the 
sand and gravel and building material area. There are many private 
carriers in the petroleum trade, as well. It is diversified, but those 
two are, perhaps, the largest of the private operations. 

Mr. Auxen. Is the private carrier a carrier that carries only his own 
proprietary cargo? 

Mr. Carr. In the strict sense; yes, sir. There are arrangements in 
this country whereby manufacturing corporations have set up sub- 
sidiary corporations or companies for the purpose of operating their 
barges, and in those cases there are instances where they engage in 
proprietary carriage in one direction and become a contract carrier on 
the back haul. 

Mr. Auten. In this bill before us, I take it that, if the bill passed, 
the operation in carrying products of its own plant by Bowater would 
be in the nature of a pr ‘vals carrying operation ¢ 

Mr. Carr. Yes, sir. As I understand it, in carrying their news- 
print to market, they want to engage in proprietary carriage to that 
extent, but the economcis of barge transportation 

Mr. Auuen. Let us not get on to another subject before we finish up 
with this one. 

As to that part of the carriage there is no regulation on carriers 
who are American citizens, I take it, is that correct ? 

Mr. Carr. Engaged in proprietary carriage, no, sir, there is no regu- 
lation. 

Mr. Atten. Anybody can use any inland waterway as much as he 
wants with his own barges with his own material on them ? 

Mr. Carr. That is cor rrect, yes, sir. 

Mr. Auuen. Getting over to the supply of barges, again, limiting 
the field a little more to this contemplated operation of Bowater, what 
type of carriage would they get those barges into on the back haul, 
in your estimation ? 

Mr. Carr. Well, they could still employ them in proprietary car- 
riage provided they had a product which they wanted to bring back 
to their plant. 

I do not know their entire production plan there but I assume that it 
is newsprint and I would not assume that they would be bringing 
back a raw material from the gulf coast area in the same quantity that 
they would be carrying newsprint down. They might pick up pulp- 
wood on part of the haul back although I would assume that they 
would not want to use a barge that they were hauling newsprint in 
to carry pulpwood. So, that, it would leave them with the problem 
of either chartering their barges for the return trip or leasing their 
barges on a regular ‘basis for the return trip or of bringing them back 
empty. 

Mr. Auten. Could they buy a bargeload of sulfur in Houston and 
sell it to someone in Cairo, TIl., haul it that far? 

Mr. Carr. That becomes a buy-and-sell operation which is gener- 
ally frowned upon, Mr. Allen. 

Mr. Atten. Some people are not allergic to frowns. 

Is it illegal or is it entirely legal to do something like that? 

Mr. Carr. T believe it is considered illegal. 
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Mr. Auten. That would be then in the nature of a common carriage 
under a subterfuge. 

Mr. Carr. It would be competing in common-carrier operations; 
yes, sir. 

Mr. Auten. Getting into the other field of exempt cargoes, what are 
a cargoes ¢ 

Mr. Carr. A broad definition of them, Mr. Allen, are those which 
are not subject to numbering or packaging or labeling. Coal is an 
example of an exempt cargo. Grain isexempt. Ores of all kinds are 
exempt. 

Of course, the liquids that move over the inland waterways are all 
specifically exempt from economic regulation. 

Mr. Auien. Getting back to my cargo of sulfur, what was wrong 
with that as an exempt cargo? 

Mr. Carr. It isan exempt cargo. 

Mr. Aten. So that they could do that legally. They could not 
legally take a bargeload of canned goods to buy and sell ? 

“Mr. Carr. Those they could not. 

Mr. Auten. Now, if they got into this business of chartering, what 
type of operator other than the owner himself would be likely to 
charter a barge for a back load? Would it be a common carrier, some- 
one who would act as an exempt carrier, or a contract carrier ? 

Mr. Carr. It could be any of the three groups. It could be a com- 
mon carrier, an exempt carrier, an exempt contract carr ier, or it could 
be another private corpor ation engaged in proprietary carriage. 

Mr. AuueNn. Is there an adequate supply of barges in the area around 
Houston that would be moving back up the river with which this 
additional group of barges would be competitive ¢ 

Mr. Carr. At the moment, Mr. Allen, better than 30 percent of the 
fleet is tied up in the economic recession that we are going through. 

Mr. Auten. Is it tied up in this area or does it ever operate with a 
surplus of barges in the area that we are talking about ? 

Mr. Carr. The largest concentration of barges in this country is on 
the Mississippi River system and the Gulf Intercoastal Waterway and, 
generally speaking, there is a supply of barges in that area 

Mr. ALLEN. Do these carriers have an obligation to serve of some 
type? I presume a common carrier would have definite ports of call 
and definite schedules. As to the others, is there any obligation to 
have barges available except as a private contract would be made? 

Mr. Carr. The only obligation is to fulfill the terms of a contract. 

Mr. ALLEN. What is the obligation of a common carrier? 

Mr. Carr. He holds himself out to haul any offering the same as 
the railroads or the truck common carriers and to operate over the 
routes assigned to him under his certificate from the Interstate Com- 
merce Commission and to call at the ports along those waterways. 

Mr. Auten. Does he operate on a schedule ? 

Mr. Carr. Yes, sir. ‘They operate on a schedule. The schedule is 
not as rigid as an airline sc chedule or as a railroad schedule. ‘There 
is more leew ay in it but they operate on a schedule. 

Mr. Auten. They are propelled, I presume, by a variety of types 
of towboats, either tugs or pusher-type tugs ? 

Mr. Carr. We have almost entirely gone to push towing in this 
country except where we are crossing stretches of water and in some 
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of the areas of the gulf coast where currents or the type of channel 
that is in existence requires pull towing, but it is the exception, and 
very much the exception, to pull now. The towboats are all dieselized. 
They range over a great variety of types of boats, some built for 
long-haul operation, some built for short-haul operation, some built 
strictly for harbor operations. Some really powerful boats are in 
operation today. A number of them operating in the Mississippi 
area are 6,000 horsepower. One will go on the river very shortly of 
8,000 horsepower. 

Those operating in the Tennessee and in the gulf coast are ranging 
3,000 to 4,000 horsepower. 

Mr. Auten. Are those boats designed so that they can operate either 
on the inland waterways or the high seas? 

Mr. Carr. Generally, the two boats do not go out into the high 
seas, Mr. Allen, as such. The tugs that operate in the harbors, some 
of them, are oceangoing tugs. They do make hauls across open water 
particularly on the west coast and across from the gulf coast to 
Tampa, Fla. They are capable of doing it. 

Mr. Auten. Are the inland waterway barges, having particular 
reference to the Mississippi River system, strong enough to operate 
equally well on the high seas ? 

Mr. Carr. Some are. Some are specially constructed to cross open 
water. Those that are employed in river commerce, as such, and 
do not attempt to be employed in open water, are not built to the 
specifications necessary for oceangoing work. 

There is an interchange of equipment, however, between coastwise 
operation and certain of the inland waters. 

Mr. Auten. Would that probably indicate that a vessel, whether 
it is tug or barge, would be built for the open w ater and could then 
operate in the calmer waters of the inland waterways but the reverse 
would not be true ¢ 

Mr. Carr. The reverse would not necessarily be true. 

Mr. Atten. We were discussing the reasons for a distinction be- 
tween the principles applied to trucks and railroads and those applied 
to vessels on the inland waterways. 

I think it was indicated that we were having some trouble making 
the distinction. 

Can you assist us on that one? 

Mr. Carr. Well, Mr. Mailliard raised the question of why should 
the barges be sacred. I do not know that we consider them sacred, 
although perhaps personally I do at times. I rather think of it as a 
distinction between how we handle barge operations and rail opera- 
tions and truck operations, and the reasons for it, I think, are to some 
extent apparent, Mr. Allen. We operate over limited routes. There 
are 29,000 miles of improved navigable channels in this country. 

Take the Tennessee River as an example. If you bottle the Ten- 
nessee River at the mouth, then you have closed the Tennessee River 
to an exchange of commerce between the Mississippi River system, the 
Gulf Intracoastal Waterway, and the Tennessee. 

If you bottle the Ohio at any point you have shut off that traffic 
because there is no alternate route, whereas with railroads we have 
a hundred thousand miles of main line track and many, many thou- 
sands of miles of highways, so that there are alternate routes by which 
you may go. 
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Furthermore, actually in the building of the navigable channels in 
this country, we have done many other things. The Tennessee is a 
very good example of it where the dams serve to pool stage the river 
and provide a navigation pool over which barges and tow boats may 
economically operate, but at the same time those dams provide pro- 
duction facilities for hydroelectric energy. They provide flood con- 
trol for the whole valley. They prov ide recreation for that entire 
area. 

The same thing is true on every navigable waterway in this coun- 
try to some extent. 

The Ohio River itself, which is one of the big arteries of commerce 
in its natural state, had only about 3 feet of water in it. Now it isa 
pool-stage river with 9 feet of water in it. 

Commerce over these channels is almost incidental to many other 
things that we get from them. 

It has become our greatest industrial water supply system. I sus- 
pect that one of the primary reasons that Bowater is in the area that 
it is in is in order to get water supply, because they require something 
like 65,000 gallons of water to process every ton of this paper. To 
have that water available to them so that they may take it once and 
discharge it without reusing it is a tremendous economic factor. 

We get out of these navigable channels that water in quantity and 
in quality that we would not get otherwise. There are defense fea- 
tures in the inland waterways channels that are unique because of the 
restrictions or limitations which I mentioned in the beginning. 

The Gulf Intracoastal Waterway was completed as an emergency 
measure during World War II to find an avenue to transport vitally 
needed petroleum in safe routes when the submarines were sinking 
our tankers off coast. The inland waterways provided a means of 
transporting 2 billion barrels of petroleum which we had to have and 
we did not have other facilities to move. We built over 5,000 fighting 
vessels in shipyards along these inland waterways and carried them 
down to sea, so that the defense features in the waterways are some- 
what different to what must be taken into consideration with respect 
to the railroads and the highways because of their limitations. They 
are very vital, sensitive routes which are essential to the defense of 
this country. 

Furthermore, barge service is an inferior type of service. Yet 
it has become essential to this country, an essentiality which we think 
has to be preserved. It is inferior in the sense that it is slower than 
the other modes of transportation. It is inferior with respect to the 
size of load that is moved. The smallest barges in operation in this 
country today are about 600-ton barges. They go up to normal size 
barges of 3,000 tons and there has been 1 launched on the west coast 
that is 1 7,200-ton barge, so that a shipper or receiver must be capable 
of putting a big load on a barge or receiving a big load which makes 
it limited, inferior-type service. 

I do not know whether that casts any light on the question. 

Mr. Atuen. I think that is a good justification of the inland water- 
ways but it does not throw much light as to why a bunch of Ameri- 

cans on a towboat cannot run it just because the money that bought 
it hi appene 1 to come from some other country. 

Mr. Carr. Mr. Allen, I do not think that we are restricting our 
discussion to this bill as it applies to the Bowater Corp. 
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Mr. Auuen. I think that, unless we have something to say that ties 
up to it, the chairman might be a little bit impatient with me. 

The Cuarrman. I am interested in the discussion. 

Mr. Carr. I want to say, if I may, that I think we must take into 
consideration the broad aspects of this. We do not question for a 
minute that Canada is our good neighbor and will continue to be 
so; but, as I said in my prepared statement, if we permit one country 
to come in and own and control and operate these vessels, a company 
that is foreign owned or foreign controlled, and we start with this 
company, where do we stop ? 

Mr. Aten. We stop wherever Congress says. 

Mr. Carr. In the employment of these vessels, if somebody wanted 
to sink a big tow at the mouth of the Tennessee = bottle that river 
up or sink it in one of the locks and tie it up, it is a very simple 
thing to do with one man. 

Mr. Aten. I presume that that is true and, if we were permitting 
vessels to be operated by Americans using strictly foreign crews that 
were not necessarily secure, I could see a lot of point to what. you 
said, but I do not see where it applies where the reverse is true, where 
the money comes from elsewhere but except for the financing the 
operation is fairly typically American. 

Mr. Carr. That is true, Mr. Allen, and we are speaking in the 
extreme. 

Mr. Aten. I am trying to find the distinctions. I confess it is 
rather hard to make that distinction and there has not been much 
light thrown on it. 

Mr. Carr. Well, I think the fact that these routes are limited and 
subject to factors which are not involved in the use of our railroads 
and our highways has a bearing on this question. 

Mr. Auten. Do you have any information that would throw light 
on the legislative history of the 1920 act to show that it was intended 
to apply to the inland waterways on movements of cargo between two 
points in the United States under circumstances where the cargo 
never left the United States. 

Mr. Carr. Mr. Allen, I have no light to cast upon that and perhaps 
for this reason: There was very little commerce moving over the 
inland waterways of this country in 1920. We practically went out 
of business at the turn of the century and the operations were more or 
less ne until beginning in the thirties, when the commerce began 
to come back to the rivers in specialized movements, so that, at the 
time that this act was passed by the Congress, I do not know how much 
consideration was given to inland waterway operations. 

Mr. Aten. It is true, is it not, that before World War I the Ca- 
nadians had built a railroad or several railroads that went through 
Jasper Park and up to Port Arthur, I believe, where they had a port 
that would serve Alaska better than any American port, and there 
was a very definite attempt to take freight by rail to the Canadian 
port and ship it to Alaska on Canadian steamships which was a matter 
of controversy at the time the Jones Act was passed. Is that not 
true ¢ 

Mr. Carr. Iam not familiar with that, Mr. Allen. 

Mr. Auten. Thank you, Mr. Chairman. 

The CHarrMan. Mr. Rivers? 
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Mr. Rivers. I yield to Mr. Mailliard. 

Mr. Matiurarp. Mr. Chairman, I think Mr. Allen covered most of 
the points, but I would like to try to nail down and again attempt to 
find a good reason for treating interior waterborne commerce differ- 
ently from commerce that is transported in the interior by other means. 

You lay pretty heavy emphasis on the sensitive and the security 
aspect of these inland waterways. There again I am a little at a 
loss to find the distinction. 

If a foreign corporation can operate trucks, pile them up on a few 
key bridges, it seems to me that the sensitivity is com ssabie 

The same thing would, of course, apply to rhdlroee that tunnels 
and bridges would be completely blocked and, although there might 
be alternate routes, as you get into the western part of the U nited 
States those alternates are a “pretty long way around in a good many 
instances. I cannot make those distinctions. It seems to me that 
they are compar: able. 

Mr. Carr. There are no alternate routes on our waterways in the 
interior of the United States. 

Mr. Maiiuiarp. There are alternate methods of transportation. 

Mr. Carr. There are alternate methods of transportation, yes, that 

is quite true. If we are going to look at these waterways in the 
sense of their defense capabilities we can take, for example, the build- 
ing of the submarines which took place on the Minnesota River at 
Minneapolis during the war and the destroyers that were built there. 
I think there were some 18 vessels built in that area, as many of them 
as 3 under construction at one time. 

If that waterway had been bottled at any point there is no way 
around it. There 1s absolutely no route, and ‘there are alternate routes 
by rail in every case in this country. There are alternate routes by 
highway. 

Mr. Marurzarp. Simil: arly, if a foreign owned truck blew up the 

Golden Gate Bridge it would bottle up a lot of things in San Fran- 
cisco Bay. I cannot convince myself of any great security require- 
ment. In fact, in time of war no matter who owned these things, they 
would immediately be taken over and operated under security meas- 
ures. If we permit foreign corporations to run railroads and truck- 
lines, I am frankly looking for a good reason why we should not let 
them run barge lines. 

Mr. Carr. Well, narrowing the vie wpoint on to the people that 
I represt nt of course, we have built up in this country largely since 
1947 a fleet of over 4,000 towboats, and a fleet of over 15,000 barges. 
They are operated by some 1,700 companies. The majority of it is 
for-hire transportation. There is a tremendous investment in that 
equipment. If you break down the figures I have just given you, it 
will indicate to you that there is something slightly less than 11 pieces 
of equipment per company, so that we are talking about a small busi- 
ness operation in this country, and I am addressing myself to some 
extent to the competitive situation of those comp: casing 

Mr. Mariurarp. Well, if Bowater feels that they can to their own 
profit operate barges to carry proprietary cargo pr imarily, suppose 
Bowater were an American-owned corporation; it would ‘be just as 
much a threat to the people that you are talking about as it would 
be being a Canadian corporation. “What is the distinction there? It 
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seems to me that it does not make much difference from your point of 
view who owns it. Any time a big commercial operator goes into the 
tug and tow business for its own account it is competition, is it not? 

Mr. Carr. Well, we also represent private operators of barges, Mr. 
Mailliard, companies that operate their own equipment in proprietary 
carriage. 

What you say is absolutely correct. Any company that goes into 
private operation is in competition with for-hire carriage. 

We can see no reason why they need to, from a competitive stand- 
point. There is nothing indicated that they have really explored 
the possibilities of using for-hire transportation that is available to 
them. 

Mr. Mariurarp. It seems apparent from the testimony that we have 
had that as a matter of policy they a to control their own enter- 
prises as far through as they possibly can do and I am inclined to 
agree with you that they can get the transportation they need in other 
ways. 

The only thing that is bothering me is the question of basic na- 
tional policy, because that is what we are involved with here. This 
may be a tailormade bill but, as you and Mr. Shapiro both have said, 
we would find it rather difficult to deny similar treatment to another 
company in a similar position. 

What do we hang our hat on here in saying, “Now you must not do 
this,” whereas a foreign corporation with a different type of business 
that is not necessarily going to be located on the inland waterways, 
can own a railroad or own a truckline? 

Mr. Carr. The question troubled me a bit before I came here, and 
I asked our general counsel to give me a brief statement on what other 
countries do with this, and may I read four paragraphs of it into the 
record ? 

The Cuarrman. What is that? 

Mr. Carr. It is a brief statement from our general counsel on the 
laws of other nations. 

The CHarrMan. Yes,sir. Go ahead, sir. 

Mr. Carr. It does not shed too much light on this, but I think it may 
be helpful : 

Most countries throughout the world have what are known as cabotage laws. 
These cabotage laws may be defined in international law as identified with the 
coasting trade so that it means navigation and trading along the coast of a nation 
between the ports thereof. 

Those cabotage laws are restrictive in nature and are designed to prevent. 
foreign-flag operations from participating in the domestic intracoastal trade 
of the various nations. 

There are no general restrictions with respect to American investments in the 
Shipping lines of foreign countries. As may be suspected such American invest- 
ment is encouraged in most instances. Generally most nations restrict opera- 
tions on their internal waterways as they do along their coasts under cabotage. 
The right of American vessels to use the inland waterways is generally defined 
by the various treaties of the United States and other nations. There are 
exceptions here and there of waivers authorizing foreign-flag lines to participate 
in domestic trade. An example of this is India, which allows foreign flags to 
participate in its domestic commerce because of its own lack of equipment. 

According to information received from the Maritime Commission, which has 
done some research in connection with this bill, most of Western Europe includ- 
ing Great Britain is tied up on the cabotage doctrine. The relations between 
Canada and the United States are on somewhat of a reciprocal basis, the prin 
cinal traffic of course being along the international waterway, the St. Lawrence 
River and the Great Lakes. 


“c 
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Mr. Mar1arp. That is a very fine lawyer’s statement that does not 
say anything, as far as I am cone erned. I am more confused than 
I was before. 

Mr. Miter. Will you yield ? 

Mr. Marurarp. Yes, I yield. 

Mr. Mitzer. Do you know anything, for instance, about the opera- 
tion along the Rhine River ? 

Mr. Carr. Mr. Miller, the Rhine River is an international waterway 
and, as such, I presume that it is used by vessels of all nations. 

Mr. Miter. It is used by vessels of all nations. I was wondering 
whether, say, a Swiss barge line, and there is a Swiss barge line, would 
be allowed to pick up cargo at a German port and deliver it to a Ger- 
man port, or must it initiate its cargo in a Swiss port and return its 
cargo to the Swiss port 4 

Mr. Carr. I do not know the answer tothat, Mr. Miller. 

Mr. Munzer. Thank you. 

Mr. Rivers. Mr. Chairman, will Mr. Mailliard yield to me? 

Mr. Marirarp. I have yielded back. I am finished. 

Mr. Rivers. What is the law specifically in Canada? Do you say 
that the only place we could operate barge lines would be in the 
St. Lawrence seaway 4 

Mr. Carr. No, Mr. Rivers, I did not say that. This statement from 
our general counsel has just the two sentences with regard to that. 

Mr. Rivers. I assume that you do not have to refer to him. What 
is your knowledge of it? Can we operate barges in Canada ? 

Mr. Carr. I do not know of any barge operations that we have in 
Canada. 

Mr. Rivers. Do you know of any restrictions to our using them ? 

Mr. Carr. I know of no restrictions. 

Mr. Rivers. We have terrific investments there, as you know, par- 
ticularly in the oil and that. big oilfield we discovered in the North- 
west there and, if there are no restrictions in Can: ida, why should we 
restrict a Canadian corporation? Can you see any reciprocity in that? 
1 think you said it is made by treaties and reciprocal considerations. 

Mr. Carr. Yes, sir. 

Mr. Rivers. If your argument is sound as to this bill, why should 
you not feel the same way about foreign corporations coming to this 
country and investing money in building plants? It is the same 
logical end result. of your argument, as I see it. 

Mr. Carr. Well, sir, | have not addressed myself to that question 
at all. 

Mr. Rivers. Do you think we should get them over here and let 
them employ thousands and thousands of Americans and have Ameri- 

cans run these barges and run these mills and only the top manage- 

ment is run by the financiers and when they want to build these barges 
in American shipyards, you are reluctant to trust them on the inland 
waterways. 

Both you and Mr. Shapiro have made the inference, as I understand 
it, that. they may not be trusted. Certainly you did. You said they 
could block up the inland waterways. 

Now, this mill that they run is not in my district. It is in Mr. 
Frazier’s district. They are building a mill in South Carolina. We 
had a special session of the legislature and without one dissenting vote 
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we have permitted them to buy real estate because they were coming 
there with a tremendous investment. 

Then I went to the South Carolina State Port Authority. They 
said that the Bowater was the second largest user of the port of 
Charleston and a lot of American-flag vessels, a lot of American-flag 
vessels, handle that cargo. 

It looks to me like just common reciprocity would be the thing be- 
cause of the terrific investment and the employment that they give us. 
They are not going to build these barges in Great Britain. They have 
so testified. 

Do you haul pulp, Mr. Carr? 

Mr. Carr. Do our barges haul pulp? 

Mr. Rivers. Yes. 

Mr. Carr. Yes; they do. 

Mr. Chairman, may I clear one point in this record ? 

Mr. Rivers. Go ahead and clear it. I do not want to reflect on you. 

Mr. Carr. Apparently Mr. Rivers has the impression from what 
I have said that I have suggested that I question the integrity of this 
Canadian corporation to the extent of saying that they might in some 
way bottle up a waterway. 

I thought I made myself perfectly clear that we were good neighbors 
and I hoped we always stayed good neighbors and I did not question 
their integrity in any way. 

I was addressing my discussion of the limitations of routes and 
their sensitivity to being bottled up to the whole broad question of why 
perhaps there is a difference in the treatment. 

Mr. Rivers. I understood you to say this and I have about as fair 
a memory as you have. You said, “I will admit that that is an extreme 
view,” or something to that effect. 

Mr. Carr. Yes, sir. 

Mr. Rivers. If you permitted a bunch of Russians to come over 
here and run stuff on our inland waterways, I would feel then as you 
do. These are Americans. These are Tennesseans. I do not want 
to misunderstand you, but you put that in your testimony yourself. 

The CuatrMan. I think I stopped the witness at that statement: “is 
admittedly designed to amend the act.” I think I questioned the wit- 
ness on page 3 with respect to that point. 

We are not referring to the British or anybody else. We are just 
referring to the overall subject. 

Mr. Rivers. The overall foreign situation. 

The CuHartrman. That is all. I do not think we need to belabor 
that. 

Mr. Rivers. This is a peculiar situation. We have had the finest 
relations on earth with these people. Now I would like for you to 
enlighten me on this, Mr. Carr. 

Mr. Carr. I am sorry. I cut off a part of an answer to your 
question. 

Mr. Rivers. That is all right. 

Mr. Carr. We do move newsprint in this country in barges. 

Mr. Rivers. I do not want to put anything in the record to reflect 
on you. How does your organization handle newsprint? Would you 
tell me about the operation? Do they load up with newsprint with 
one of your barges or a number of your barges with the type of 
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towboat that you require and haul only one way and then let the barge 
be tied up to the dock until they are ready for some more pulpwood 
to be cut down and hauled, or newsprint to be carried, because the 
barges, as you said, are not interchangeable? I can understand that. 

Mr. Carr. The barges in which newsprint is moved in common 
trade on the river, Mr. Rivers, are employed in a backhaul of another 
commodity of some kind. 

Mr. Rivers. A backhaul ? 

Mr. Carr. Yes, sir. 

Mr. Rivers. If this company were permitted to haul newsprint 
down and leased the barge and the towboat to your company on a 
backhaul, would you not ‘get some advantage out of it? 

Mr. Carr. I have no company. I am representing an association. 

Mr. Rivers. I mean the association. 

Mr. Carr. Both would get something out of it. The company itself 
would realize a return on its investment through the price it got for 
leasing it. 

Mr. Rivers. That is right. 

Mr. Carr. And the company which leased it and employed it in 
service obviously would get something. Otherwise they would not 
lease it. 

Mr. Rivers. Is your testimony such that you state that your asso- 
ciation can transport newsprint in every particular as cheaply and as 
economically as the company-owned equipment ? 

Mr. Carr. My testimony is to that effect. I said that in many 
instances corporations with the capabilities of owning their own fleets 
of barges, because of the economics of employing for hire carriage, 
either common or contract, after exploring all of the factors saw fit 
to go into common carrier or contract operations rather than provide 
their own fleets. 

Mr. Rivers. Let us take a specific company. In my part of the 
world, we have the West Virginia and the International. The West 
Virginia is in my own and the International is 60 miles away from 
me. Down in Savannah they have the Union Bag, the biggest inte- 
grated mill on earth, they tell me. 

Do they set up separate corporations to operate that equipment, do 
you know ¢ 

Mr. Carr. In some cases they do and in some cases they do not. If 
it is a big fleet they normally set up a separate corporation. 

Mr. Rivers. If they did not set up a separate corporation, they could 
write the cost of it off in the overall operation of the plant ‘and then it 
would be cheaper than to hire some member of your association, would 
it not ¢ 

Mr. Carr. I do not know all of the factors which go into a corpora- 
tion that has the capabilities of purchasing and operating deciding not 
to do so, but there are many specific instances of it in this country. 

Mr. Rivers. That is all, Mr. Chairmen. 

The CuairMan. Mr. Drewry ? 

Mr. Drewry. I have no questions. 

The CuHarrMan. Would this plan, if carried out by industry, elim- 
inate the private operation of Soom lines on our inland waterways? 

Mr. Carr. I do not believe I understood. 

The Cuarrman. Would this program which is proposed here, if 
‘arried out generally by the industry using water transportation, even- 
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tually eliminate the for-hire transportation serving all people? I 
mean dependable, scheduled transportation offering its services to in- 
season and out-of-season users of the inland-waterways system. 

Mr. Carr. I would think that that is a possibility, Mr. Chairman, 
because of the size of cargoes that move. As I indicated, the shipper 
and receiver must be c apable of shipping and receiving a large quan- 
tity, and in many movements it is economical to do it with a boat and 
a single barge or a boat and a series of barges going up to as many 
as six to handle the traflic of a single corporation that economic ally 
moves by inland waterw ays. So, if we went to the extreme of those 
companies who can economically employ barge transportation in their 
operations all building and operating their own vessels, it would make 
a serious dent in for-hire arriage. 

The Cuamman. And would it thereby make the for-hire carriage 
not dependable ? 

Mr. Carr. If carried far enough, yes, sir; and it would add to the 
cost of the for-hire carriage which was left available. 

Mr. AuLEN. May I ask a question on that ? 

The Cuarrman. Mr. Allen. 

Mr. Aten. Is it not likely that, if that sort of thing developed, 
we would find that the potential for-hire carriage was a relatively 
small percent of the total carriage? I think you mentioned that, 
within your own organization, you have the situation of firms that 
are carrying just their proprietary cargoes as private carriers, which, 
I take it, happens only when the firm has enough of a movement 
of waterborne cargoes that it can afford to own and kee ‘p operating 
a private barge line. 

Mr. Carr. Most of those, the larger operations, are set up in sub- 
sidiary or separate corporations so that they engage in contract car- 
riage. It is done under contract with the parent corporation, and 
then the subsidiary operating the barges contracts elsewhere for its 
back-haul movements. 

Mr. Aten. Does the 25 percent of carriage that, I believe, is com- 
mon carriage include any of those subsidiary companies ? 

Mr. Carr. No, sir. 

Mr. Auten. The common carrier now limits his carriage to those 
commodities which are packaged and marked by packages, in the 
main ¢ 

Mr. Carr. No, Mr. Allen; they do not. You may take any of the 
exempt commodities and move them under economic regulation. 

Mr. Auten. Do the exempt commodities constitute any great per- 
centage of the carriage by common carriers ? 

Mr. Carr. Yes, sir. I — suspect that the majority of the com- 
modities moved by common carriers are exempted commodities in 
their own entity, but, taken vy the common carriers, put into a mixed 
total they hs aul, they move under published tariffs and, therefore, move 
under regulation. Do I make myself clear ? 

Mr. Aten. It is clear enough, but I am trying to get at what 
service would be withdrawn if this type of service contemplated by 
this bill increased, and it would seem to me that the probability is 
that, as the waterborne traffic increased by reason of people carrying 
their own cargoes or contracting for it, the percentage of common car- 
riage, which is the service offered, whether or not there is freight 
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available, would be a relatively small percentage of the tonnage mov- 
ing, possibly 10 to 20 percent or less. 

Mr. Carr. W ell, I think that is best exemplified by pinning down 

exactly what is happening i in this operation. Right now, as I under- 
stand it, one of the smaller common carriers is per ‘for ming this service. 
If you take that service out of his total service, he is going to be 
tremendously handicapped. 

The same thing would be true if what the chairman said happened 
in all areas of barge transporte ition. Individual companies coming 
in and pulling out a portion of that traffic which is now carried by 
the for-hire carriage 1s going to eliminate a part of the for-hire car- 
riage services that are available and thereby increase the cost of that 
that is left. 

We make many long runs where there is no stop between ports. 
For instance, St. Louis is a good example of a center of barge opera- 
tions in this country. On most of the hauls going out of St. Louis 
to the gulf-coast area, the common-carrier tows never stop in be- 
tween because there is no trade there. 

Mr. Auten. What I am trying to get at is whether our problem is 
to protect the 10 or 15 percent which 1s common carriage or to encour- 
age the development of the other sides of it which might be 85 or 90 
percent of the use of our waterways. 

Mr. Carr. Well, it is 10 percent in number of companies in oper- 
ation, but their part of the service, the common-carrier part of the 
service, is something better than 25 percent. 

Mr. Auten. The includes that type of commodity which is exempt. 

Mr. Carr. But moving under regulation. 

Mr. AuLen. But moving under regulation / 

Mr. Carr. Yes. 

Mr. Auten. Thank you. 

The Cuatrman. Mr. Drewry ¢ 

Mr. Drewry. Mr. Carr, in line with the chairman’s question, if you 
are concerned about the possible development of the proprietary car- 
riage, that would make no difference one way or another, except to a 
most minimum extent, whether this bill was enacted or not? If that 
is the problem, should it not be approached on a broader basis? 

Mr. Carr. Yes; the effect of this bill itself in setting up proprietary 

carriage is a very minimum effect, this particular legislation. 

Mr. Drewry. Then it is the present characteristics which are re- 
lated solely to cases of foreign corporations ‘ 

Mr. Carr. That is correct. 

Mr. Drewry. That is all, Mr. Chairman. 

Mr. Rivers. Could I ask one question, Mr. Chairman? 

The CuatrmMan. Yes. 

Mr. Rivers. I notice that you say that builders and repairers are 
members of your organization. 

Mr. Carr. Yes, sir. 

Mr. Rivers. Why would they oppose a bill like this? They would 
get some business in building the barges and repairing them and, 
probably, building some tugs. I would not see why they would want 
to oppose a bill like this if they can get some business out of it. I 
know something about the shipbuilding industry. 
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Mr. Carr. They have the same objections that the carriers have to 
amending the law to permit foreign owned or controlled corporations 
to engage in the movement and operation of vessels on the waterways. 

Mr. Rivers. They would not want to receive any money from the 
foreign corporation for the construction of a tug or barge. They 
would not want to receive any of that business. 

Mr. Carr. I am sure they would want to, Mr. Rivers. 

The Cuarrman. Do you know whether there is any paper-manu- 
facturing corporation, American owned or otherwise, that owns and 
does operate their barge lines as this company desires to operate its 
barge lines? 

Mr. Carr. Other companies that do operate in this country 4 

The CuHarrMan. For instance, this big company in Savannah was 
mentioned. Do they carry their own freight? 

Mr. Carr. The newsprint plant that we were talking about at Sa- 
vannah, I believe, operates in a contract operation of their own. I am 
not sure, but they do haul in some of their pulpwood by barge. Whose 
vessels they are, I do not know, Mr. Chairman. 

The Cuatrman. Do they transport their finished product and bring 
back cargoes on the return haul ? 

Mr. Carr. Not that I know of. I do not believe they do. 

The Cuarrman. Is there anybody here who knows anything about 
that? 

What I am driving at is, is this a special concession which one com- 
pany wants and which no other company uses ¢ 

Mr. Martin (Guy Martin, Washington, D. C., counsel, Bowaters 
Southern Paper Corp). May I speak as counsel for Bowater? We 
understand that International Paper Co. plans to operate its own 
barges from its new plant in Alabama. 

The Cuatrman. They plan to. What is the available transporta- 
tion there at the present time ? 

Mr. Carr. That is the plant I believe at Mobile, Ala. There is 
available sufficient transportation in that area to handle it. They 
have doubled the size of that plant in the last 4 years. They are em- 
ploying barge transportation at present to bring in raw materials and 
to take out finished products. I did not know they planned to go into 
an operation. 

Mr. Auten. Mr. Chairman, may I ask a question ? 

The Cuarrman. Mr, Allen. 

Mr. Auten. If they do plan to go into that operation, is there any- 
thing to stop them ? 

Mr. Carr. No, sir. There is nothing to stop them. They do not 
even have to have a certificate of convenience and necessity. They 
can go on the waterways. 

The Cuarrman. The only reason I raised that point is to ask 
whether the sufficiency and availability of your type of transportation 
now is satisfactory to the companies that operate. 

Mr. Carr, on this type of cargo that is in question here, if it is 
hauled on your operation, is there a transportation tax there ? 

Mr. Carr. Yes, sir, there is a transportation tax. 

The CHamman. If it were handled as desired there would be no 
transportation tax ? 
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Mr. Carr. That depends, Mr. Chairman. If they set up a corpora- 
tion to handle this there is a question as to whether it is subject to the 
transportation tax or not. 

The Cuamrman. Which way; under the corporation or under the 
parent company ? 

Mr. Carr. Under the corporation. 

The Cuarrman. So that would be a reason for not setting up a 
private corporation ? 

Mr. Carr. That is correct. 

The CuarrMan. I see. That is to avoid the tax. 

Mr. Carr. Yes, sir. To avoid that would be a reason to handle it 
in the parent corporation. 

Mr. Rivers. Another thing is legal responsibility, to only sue the 
corporation handling it. 

Mr. Auten. If the barges were then chartered for the back haul, 
would whoever used them on that charter pay a transportation tax? 

Mr. Carr. Yes, sir; they would. 

The Cuarrman. That would only be 50 percent of the transportation 
tax. It would be only onthe return voyage ? 

Mr. Carr. Yes, sir. 

Mr. Mitter. That would be on the return voyage and whether or 
not they send it on common carriage, the people who would get the 
tax benefit would be the parent corporation. 

The CuatrmMan. We will hear from the witness from the Maritime 
Administration. 


STATEMENT OF EUGENE J. ACKERSON, CHIEF, DIVISION OF 
LEGISLATION, MARITIME ADMINISTRATION 


Mr. Acxerson. My name is E. J. Ackerson. I am presenting the 
statement on behalf of the Maritime Administration. 

I must preface my little statement here by the statement to the effect 
that I doubt whether our statement throws any particular light on the 
issues which have already been brought out by this committee in its 
hearings. 

I am no transportation expert. I am not familiar with the inland 
waterways operation and possibly not with other operations. 

I can summarize the position of the Department which was pre- 
sented in our report of May 6, 1958, to the committee and which I 
assume will be inserted in the record, by saying that the history of this 
— in the 1920 act is not very illuminating, as has already been 

rought out, as to the background reason for limiting inland waterway 
operations to United States citizens. 

It was enacted, of course, in 1920 right after World War I and 
shortly after the Shipping Act of 1916 had been enacted and there 
was fresh in the minds of the Congress the problem of promoting the 
American merchant marine and to make use of its vessels built in 
World War I. 

The Cuarrman. I think we ought to have you come back. It is 
getting late. 

Mr. Mitirr. Mr. Chairman, may I suggest that the counsel be 
instructed to correspond with the Bureau of Internal Revenue and 
clear up this matter of taxes by putting these questions to it directly ? 

The Cuarrman. We will file the statement. 
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(The statement referred to follows :) 


STATEMENT ON BEHALF OF THE DEPARTMENT OF COMMERCE, MARITIME 
ADMINISTRATION, ON H. R. 9833 


Gentlemen, the bill H. R. 9833, as the title indicates, would amend section 27 
of the Merchant Marine Act, 1920, which restricts transportation in vessels 
between United States ports to citizen-owned domestic-built, United States 
flag vessels. 

Existing law.—Section 27 of the Merchant Marine Act, 1920 (46 U. S. GC. 883), 
prohibits the transportation of goods by water between points in the United States 
(including districts, Territories, and possessions thereof embraced within the 
coastwise laws) in any other vessel than a vessel (1) built in the United States 
(with minor exceptions), (2) documented under the laws of the United States, 
and (3) owned by “citizens of the United States.” Section 37 of the 1920 act 
(46 U. S. C. 835), incorporates by reference the definitions in section 2 of the 
Shipping Act, 1916 (46 U. S. C. 802, 803), of “citizen of the United States,” as 
well as of “documented under the laws of the United States,” “persons,” and 
“vessel.” 

The 1920 act thus prohibits vessels built in the United States and owned by 
corporations from transporting cargo between points in the United States (includ- 
ing certain districts, Territories, and possessions), unless the corporation is 
organized under the laws of the United States or of a State thereof, and the 
president and managing directors thereof are citizens of the United States, and 
75 percent of the stock of the corporation is owned by citizens of the United States. 

The bill.—The bill (H. R. 9833) would amend section 27 of the 1920 act to 
provide that the section shall not apply to the transportation of goods in barges 
and towing vessels (1) built in the United States, (2) documented under the 
laws of the United States, and (3) owned by a corporation organized under the 
laws of the United States (@) a majority of whose officers and directors are 
citizens and residents of the United States, (b) 90 percent of whose employees 
are citizens and residents of the United States, (c) which is chiefly engaged in a 
manufacturing or mineral industry, (d) the value of whose barges and towing 
vessels does not exceed 10 percent of the total value of its assets, and (¢) which 
purchases in the United States substantially all of the raw materials used in its 
operations, 

The bill would require United States documentation of the vessels, but provides 
that only a majority of the officers and directors need be United States citizens. 
The bill is evidently intended to override the provision of the documentation laws 
(46 U. S. C., see. 11), which requires that to be eligible for documentation the 
president and managing directors of the owning corporation must be United 
States citizens. 

The bill further provides that section 27 of the 1920 act shall not apply to 
vessels with the characteristics above described, which are chartered to or from 
persons otherwise qualified to own or operate vessels. Section 27 relates only 
to the ownership of vessels. The purpose of this chartering provision evidently 
is to authorize the chartering of vessels owned by citizen corporations (as defined 
in sec. 2 of the 1916 act) to the corporation described in the bill (not a citizen 
as defined by sec. 2 of the 1916 act) without obtaining the approval of the Secre- 
tary of Commerce under sections 9 and 37 of the 1916 act. 

Purpose of the bill.—The chief purpose of the bill is to authorize the operation 
in domestic trade of barges and towing vessels which are owned by corporations, 
which are not section 2, 1916 act, citizens, but which qualify under certain 
limitations as set forth above. 

The bill in relation to existing policy and law.—The bill requirements are in 
accord with the existing law in requiring that the vessels of the described types 
be built in the United States, but the bill provides substitute and additional re- 
quirements in respect of citizen ownership and control of the owning corpora- 
tion. These requirements are summarized above (p. 2). 

The bill would change existing law only with respect to owning corporations 
chiefly engaged in manufacturing or mineral industry, which purchase in the 
United States substantially all of the raw material used in its operations, and 
90 percent of whose employees are United States citizens and residents; and only 
with respect to barges and towing vessels used in domestic or coastwise trans- 
portation, the value of which does not exceed 10 percent of the total value of the 
assets of the corporation. 

We do not have sufficient information on which to base any judgment as to 
what the economic effect would be of relaxing the law reserving domestic trans- 
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portation to United States vessels citizen owned and controlled. We are not 
able to measure the corporaticn’s need to own and operate tonnage in connection 
with its manufacturing or mining enterprise instead of using common or con- 
tract carriers of independent operators. It may be that other types of corpora- 
tions or other types of vessels could for equally good reasons be allowed waivers 
from the coastwise laws. We have not been advised that there has been any 
difficulty on the part of noncitizen corporations securing the necessary trans- 
portation through vessel charter or use. It is a matter of judgment whether the 
substitute (and additional) limitations on the ownership and use of the tonnage 
in question constitute sufficient assurance that the needs of commerce and de- 
fense for tonnage of this type in question will not be prejudiced. Under the con- 
gressional policy expressed in section 101 of the 1936 act, we are mandated to 
develop a “merchant marine owned and operated under the United States flag 
by citizens of the United States * * *,.” 


Under these circumstances the Department is opposed to the enactment of 
the bill. 

The Cuarrman. We will have to have you return. 

Mr. ALLEN. I read the statement and 1 have no questions. 

Mr. Rivers. May | ask two short questions ? 

The Cuarrman. All right. 

Mr. Rivers. You realize that your foreign policy has been some- 
what changed since 1920, do you ? 

Mr. Ackrrson. There have been great changes, no doubt. 

Mr. Rivers. Do you know whether or not the Canadians permitted 
us to operate barges and tugs on their inland waterways ¢ 

Mr. Ackerson. No,sir. Lam not familiar with that. 

Mr. Rivers. If they do, would you think reciprocity would be in 
order ¢ 

Mr. Mitier. I do not think that is up to him. 

Mr. Rivers. Waitaminute. Let me ask him. 

Mr. Miztier. Go ahead. 

Mr. Ackrerson. Of course, that is a question of large policy on which 
I cannot represent the Department. 

Mr. Drewry. May Lask one question ¢ 

The Cuairman. Mr. Drewry. 

Mr. Drewry. Mr. Ackerson, as I recall the written report of the 
Department of Commerce on the original bill it expressed some ob- 
jections to the ready administration of the bill. 

Mr. Acxerson. That is correct, sir. 

Mr. Drewry. I believe Treasury, likewise, the Customs Bureau 
raised other objections. Have you seen this amendment which has been 
suggested ¢ 

Mr. Acxerson. Yes,sir. I have seen it and examined it. 

Mr. Drewry. Does it meet your technical objections ? 

Mr. Ackerson. I would say that it meets the technical objections 
from the administrative sté undpoint. Maritime, of course, would not 
be the guardian of this law. That would be up to the Customs Bureau 
and the Treasury Department, but I was in contact with both the pro- 
ponents of the legislation and the Customs Bureau. 

Mr. Drewry. And it is agreeable to Customs, too ? 

Mr. Ackxerson. So far as I understand. Customs is here to speak 
for itself. 

Mr. Rivers. Mr. Chairman, may we meet tomorrow ? 

The Cuarrman. No; tomorrow is Saturday. 

We will stand adjourned, subject to the call of the Chair. 

(Whereupon, at 1:20 p. m., the hearing was adjourned, subject to 
the call of the Chair.) 
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WEDNESDAY, JULY 23, 1958 


House or REPRESENTATIVES, 
SuBCOMMITTEE ON MercHAnt MARINE OF THE 
CoMMITTER ON MercHANtT MARINE AND FISHERIES. 

Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a. m. in room 219. 
Old House Office Building, Hon. Herbert C. Bonner presiding. 

Mr. Bonner. The committee will come to Ni Z. 

The subcommittee is called this morning to further discuss H. R. 
9833, to get the views of the Administrator of Maritime Affairs, 
Mr. Morse, on the advisability of this proposed bill, and the effect 
it may have on present, e ‘xisting law, and whether or not this is an 
opening wedge to change present domestic opers ations. 

Mr. Morse, will you come up now and give us your analysis of the 
bill, and your advice with respect to it ? 


STATEMENT OF HON. CLARENCE MORSE, MARITIME 
ADMINISTRATOR, DEPARTMENT OF COMMERCE 


Mr. Morse. I have a statement, Mr. Bonner. 

Gentlemen, the bill, H. R. 9833, as the title indicates, would amend 
section 27 of the Merchant Marine Act, 1920, which restricts trans- 
portation in vessels between United States ports to citizen-owned, do- 
mestic-built, United States-flag vessels. 

Existing law: Section 27 of the Merchant Marine Act, 1920 (46 
U.S. C. 883), prohibits the transportation of goods by water between 
points in the United States (including districts, Territories, and 
possessions thereof embraced within the coastwise laws) in any other 
vessel than a vessel (1) built in the United States (with minor ex- 
ceptions), (2) documented under the laws of the United States, and 
(3) owned by citizens of the United States. Section 37 of the 1920 
act (46 U. S. C. 835) incorporates by reference the definitions in 
section 2 of the Shipping Act, 1916 (46 U.S. C. 802, 803), of “citizen 
of the United States,” as well as of “documented under the laws of 
the United States,” “person,” and “vessel.” 

The 1920 act thus prohibits vessels built in the United States and 
owned by corporations from transporting cargo between points in 
the United States (including certain districts, Territories, and pos- 
sessions), unless the corporation is organized under the laws of the 
United States or of a State thereof, and the president and man: ging 
directors thereof are citizens of the United States, and 75 percent of 
the stock of the corporation is owned by citizens of the United States. 
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The bill: The bill (H. R. 9833) would amend section 27 of the 1920 
act to provide that the section shall not apply to the transportation 
of goods in barges and towing vessels ( 1) built in the United States, 

(2) . documented under the laws of the C aa States, and (3) owned 
by a corporation organized under the laws of the United States (a) a 
majority of whose officers and directors are citizens and residents of 
the United States (6) 90 percent of whose employees are citizens and 
residents of the United States (c) which is chiefly engaged in a manu- 
facturing or mineral industry, (d) the value of whose barges and 
towing v essels does not exceed 10 percent of the total value of its assets, 
and (e) which purchases in the United States substantially all of the 
raw materials used in its operations. 

The bill would require United States documentation of the vessels, 
but provides that only a majority of the officers and directors need be 
United States citizens. The bill is evidently intended to overr ide the 
provision of the documentation laws (46 U.S. C. 11) which requires 
that to be eligible for documentation the president and managing 
directors of the owning corporation must be United States citizens. 

The bill further provides that section 27 of the 1920 act shall not 
apply to vessels with the characteristics above described, which are 
chartered to or from persons otherwise qualified to own or operate 
vessels. Section 27 relates only to the ownership of vessels. The 
purpose of this chartering provision evidently is to authorize the 
chartering of vessels owned by citizen corporations (as defined in 
sec. 2 of the 1916 act) to the corporation described in the bill (not a 
citizen as defined by sec. 2 of the 1916 act) without obtaining the 
approval of the Secretary of Commerce under sections 9 and 37 of the 
1916 act. 

Purpose of the bill: The chief purpose of the bill is to authorize 
the operation in domestic trade of barges and towing vessels which are 
owned by corporations, which are not section 2, 1916 act, citizens, but 
which qualify under certain limitations, as set forth above. 

The bill in relation to existing policy and law: The bill requirements 
are in accord with the existing Jaw in requiring that the vessels of the 
described types be built in the United States, but the bill provides 
substitute and additional requirements in respect of citizen ownership 
and control of the owning corporation. These requirements are sum- 
marized above (p. 2). 

The bill would change existing law only with respect to owning 
corporations chiefly engaged in manufacturing or mineral industry, 
which purchase in the United States substantially all of the raw ma- 
terial used in its operations, and 90 percent of whose employees are 
United States citizens and residents, and only with respect to barges 
and towing vessels used in domestic or coastwise transportation, the 
value of which does not exceed 10 percent of the total value of the 
assets of the corporation. 

We do not have sufficient information on which to base any judg 
ment as to what the economic effect would be of relaxing the law re- 
serving domestic transportation to United States vessels, citizen 
owned and controlled. We are not able to measure the corporation’s 
need to own and operate tonnage in connection with its manufacturing 
or mining enterprise instead of using common or contract carriers of 
independent operators. It may be that other types of corporations or 
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other types of vessels could, for equally good reasons, be allowed 
waivers from the coastwise laws. We have not been advised that 
there has been any difficulty on the part of noncitizen corporations se- 
curing the necessary transportation through vessel charter or use. It 
is a matter of judgment whether the substitute (and additional) limi- 
tations on the ownership and use of the tonnage in question constitute 
sufficient assurance that the needs of commerce and defense for ton- 
nage of this type in question will not be prejudiced. Under the con- 
gressional policy expressed in section 101 of the 1936 act, we are man- 
dated to develop a “merchant marine owned and operated under the 
United States flag by citizens of the United States * * *.” 

Under these circumstances, the Department is opposed to the enact- 
ment of the bill. 

We have prepared informatively, Mr. Bonner, a document which is 
entitled “History of the Documentation Laws and the Citizenship 
Provisions of the Shipping Act of 1916, as Amended, and the Mer- 
chant Marine Act of 1920.” 

This is a document which is dated July 22, 1958, and you may care 
to include this is the record. I won’t bother to read it, because it is 
rather lengthy. 

Mr. Bonner. Will you digest this document? Just what is it? 

Mr. Morse. The material I just now referred to? 

Mr. Bonner. Yes. 

Mr. Morse. The basic reason for the adoption of section 2 in the 
1916 act arose during World War I, when there was a deficiency of 
American-flag shipping to service our trade. There was a definite 
deficiency at that time. Section 2 was adopted at that time to assure 
that there would be retained under American flag a sufficiency of ton- 
nage to service our requirements. Most of the vessels prior to 1916 
that traded to the United States were foreign-flag vessels, and, when 
the war came along with high prices for vessels, the few American- 
flag vessels were sold foreign, in many instances. The only other 
reason that I recall for section 2 was the fact that some of the tonnage 
under American flag was foreign owned, and, as I recall, charges were 
being made that foreign-owned American-flag vessels did cause some 
political reperc ussions. ‘Those are the basic reasons why the citizen- 
ship ownership was included in the 1916 act. 

My personal views on this legislation, or my personal view is that 
it is something of an anachronism. We have these very restrictive 
requirements on citizenship ownership of American corporations, 
plus citizenship officers and directors in this maritime field. Any 
number of American manufacturing corporations, the stocks, are 
owned by foreign interests, or aliens; any number of these corporation 
stocks are traded in the London, Paris, and Switzerland stock ex- 
changes. 

I know of no situation other than in the maritime field where there 
is a restriction against foreign ownership of stock in an American 
corporation. I think it might be an appropriate time for this com- 
mittee to review the desirability and necessity of retaining the section 
2 definition of “citizenship.” It may be that, if the citizenship 
definition were relaxed, additional capital might be put into Ameri- 
can-flag operation. 
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It seems logical to me that there is little or no hazard of an American- 
flag vessel not being made available to the Government in the event 
of an emergency merely because more than 25 percent of the stock of 
the company is owned by aliens. 

The critical thing, as I see it, is that the officers and crew of the 
vessels would be American citizens, and the president and the manag- 
ing dircetors of the corporation would be American citizens. They 
are the ones who control the destiny of the ship, rather than the 
stockholder. I think this is an appropriate time for this committee 
to review this citizenship requirement. 

Mr. Ray. [have a question, Mr. Chairman. 

Mr. Bonner. Mr, Ray. 

Mr. Ray. Is there not another factor there, Mr. Morse; namely, that 
the vessels are within our territorial waters at all times? They 
cannot escape from our taking them over if we need them. 

Mr. Morsr. Are you referring, Mr. Ray, to the sort of equipment 
that is referred to under the bill under consideration / 

Mr. Ray. Yes. 

Mr. Morse. That is certainly true. 

Mr. Ray. There is no chance of their escaping our control if we 
need to exercise control ¢ 

Mr. Morse. None at all, but I would go even further and suggest 
to the committee that it might be desirable to review this citizenship 
condition on vessels operating offshore, in our foreign trade even, 
American-flag vessels as well as American-flag vessels operating in 
what we call the offshore domestic operation, coastwise, intercoastal, 
and to the noncontiguous territories. 

Mr. Ray. I am not sure on that score, but I would like to see that 
explored. 

Thank you, Mr. Chairman. 

Mr. Morse. You will see, Mr. Bonner, that our opposition to this 
legislation is based primarily on the policy as announced in existing 
legislation. Whether the policy is sound is in my mind subject to a 
little further scrutiny, but I personally think it is not sound, which 
prohibits a corporation domiciled and established in the United States, 
which is owned in part by aliens, where the officers and managing 
directors are American citizens. I think it is unsound to prohibit such 
a corporation owning and operating an American-flag vessel, even in 
the domestic trade. 

I think it is unduly restricted and I think that no benefit is gained 
to the Government in having that restriction. 

Mr. Bonner. Let me get that clear. You are speaking about sec- 
tion 2 of the original act ? 

Mr. Morse. Yes, sir. 

Mr. Bonner. Just what is that? 

Mr. Morse. Section 2 requires that for operation in the domestic 
coastwise trade, the vessel must be built in the United States, it must 
be owned by a natural person, citizen of the United States, or a corpo- 
ration, 75 percent of whose stock is owned by American citizens, and 
the president and the managing directors are American citizens. 

Mr. Bonner. That is the present requirement. 

Mr. Morse. That is the present requirement, yes. 








DOMESTIC SHIPPING PROBLEMS 119 


Mr. Bonner. You personally feel that relaxing that requirement 
would bring in more capital in the operation of offshore vessels? 

Mr. Morse. I think it would. 

Mr. Bonner. That is to what extent ? 

Mr. Morse. That is purely a matter of judgment. There is no way 
of determining whether any additional capital would come in. I 
think some would come in, but there is no way of determining how 
much. 

Mr. Bonner. You have got a 25-percent limitation at the present 
time? 

Mr. Morse. That is correct. 

Mr. Bonner. What are your views about raising the limitation? 
Would you say merely a majority of the stock ? 

Mr. Morse. I have no concern that there be any American stock 
ownership, if we retain the requirement that the vessel, registered 
under American flag, be manned by American officers and crew, and 
if we require that the president and managing directors of the cor- 
poration be American citizens, I think you retain all control. The 
Government by those requirements would retain full control of the 
utilization of the ship in the event of an emergency. The vessel 
couldn’t be traded foreign without approval from the Government. 
It would be subject to all other laws which are applicable to American 
vessels, 

Mr. Bonner. The board of directors of the operating company 
would be composed of whom ? 

Mr. Morse. The managing directors, and I am distinguishing 

Mr. Bonner. I understood that. 

Mr. Morse. I am distinguishing between a managing director and 
just a simple director. The executives in control of the company in 
my opinion should be American citizens. That would include the 
peeiiiies and the managing directors, as distinguished from the 
ordinary run-of-the-mill director. 

Mr. Bonner. But with the foreign ownership being in a majority, 
the board of directors and the chairman of the board you would have 
no control whatever over ? 

Mr. Morse. There I would require that they be American citizens, 
the president and the managing directors, so that through their being 
American citizens, the Government would have influence on them as 
citizens. 

Mr. Bonner. Well, the entire supervision of the operation from the 
Executive down through the board of directors who set the policy of 
operation would be American citizens? 

Mr. Morse. Yes, sir. That, I think, is sound. It applies in almost 
every other activity with which I am familiar. Many of the railroads 
in this country were built, certainly with alien financing, and I am sure 
a lot of alien stock ownership. That was considered desirable during 
those times. 

Mr. Bonner. There are other corporations interested in this bill 
other than the corporation for whom it is drawn ? 

Mr. Morse. Fundamentally, the two interested corporations as I 
understand it, are the Bowaters Co. and the Shell Oil Co., but IT am 
sure there are other corporations who could qualify within this legis- 
lation. 
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Mr. Bonner. What effect would the enactment of this type of legis- 
lation have on American companies operating in that immediate 
field ? 

Mr. Morse. It could remove business from an existng American— 
purely American—citizen company. By that I mean if Bowaters is 
permitted to own barges and tugs, it would thereby not employ pres- 
ently American citizen-owned barges and tugs, but that is just a matter 
of competition, it seems to me. You would still have the same 
American crew employment, whether it is a tug owned by Bowaters 
people or owned by another American citizen. 

Mr. Bonner. I am thinking of their interest in competitive business 
or existing business, rendering a service to existing Seer who looks 
to the now present transportation system in the area for carrying of 
their wares and renders them the services they ae Would that 
maintain ? 

Mr. Morse. I think it would undoubtedly have an impact adverse 
to the existing American-flag operator who has tugs or barges that 
are now employ ed on a charter or contract basis, either by Bowaters 
or by Shell Oil Co. 

Mr. Bonner. Say, in this instance, that this corporation is primarily 
interested in transporting their wares from their source of production, 
and their only interest in bringing back a cargo is to defray and cut 
down expenses. How much would their interest be in the general 
public in transporting their cargoes that they look to existing com- 
panies to service them with ? 

Mr. Morse. I don’t think I can answer your question, Mr. Bonner. 

Mr. Bonner. Well, your view to it is all I ask. 

Would this applicant be interested in the general transportation 
system ? 

Mr. Morse. Oh, no. These are what I call primarily carriers, car- 
rying their own cargo. 

Mr. Bonner. You do not have any objection to their industrial 
varrying but it is the interference they might cause to existing car- 
riers. The services that exist would be eliminated or cut down to such 
a lean extent that the operators would simply have no incentive to 
continue operations or render service to the general public. 

Mr. Morse. It might have that impact. I am unfamiliar with the 
extent or nature of the type of operation that Bowaters employs, so 
IT would just be speculating as to the impact it would have on the 
existing American citizen operations. 

Mr. Bonner. Then from this area, it would extend into the other 
areas. This would be a precedent? 

Mr. Morse. Yes. No question about it. As I have earlier indicated, 
I think it would be desirable for this committee to review the de- 
sirability or necessity of retaining the section 2 requirement. 

There is now one field in which I think the section 2 requirement 
should be continued and that is in respect to companies receiving 
operating subsidy. I see no reason why aliens should be permitted 
to have or derive the benefits of owning stock in American subsidized 
companies. 

Mr. Bonner. Of course you are going further and discussing a 
broader field than is affected here. ; 

Mr. Morse. Yes, sir. 
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Mr. Bonner. That is what has made me hesitate about this. I 
wanted your views on it, on what the board effects will be on the 
American operator who is now rendering a service. 

Mr. Morse. By and large I think it will not have a great impact; 
in an enlar gement or complete 1 ‘evision of section 2 that 1 am referring 
to. The only areas in which I think there may be an impact is in the 
Shell Oil C o.—I am not referring to the bill under consideration, but 
in eliminating the citizenship problem of section 2. Shell Oil Co. at 
the present time must employ, on a contract or charter basis, Ameriean- 
owned tankers for the domestic carrying for Shell Oil Co. If what 
I am proposing would be adopted, then Shell Oil Co. could own its 
own tankers for utilizing in the domestic coastwise trade. That 
would have an impact on existing operations who, at the present time, 
have the privilege, if you want to call it that, of chartering vessels 
to Shell Oil Co. 

Mr. Bonner. The independent tank operator ? 

Mr. Morse. That is right. It would have an impact on them. 

Mr. Bonner. And there are many. 

Mr. Morse. Yes, sir. 

Mr. Bonner. And they are dependent on profitable business. Their 
dependence is in that field that we would eliminate ? 

Mr. Morse. To the extent that Shell Oil Co. is one company to 
whom they can charter, who under the existing law, is unable to own 
its own tankers, but of course the privately owned tankers charter to 
American, pure American companies at the present time. 

Mr. Bonner. Mr. Boykin. 

Mr. Boyxrn. Mr. Chairman, I want to tell you what I know about 
this. 

Mr. Bonner. All right, go ahead. 

Mr. Boykin. I want to make a statement on this. This is very 
important. It is $80 million. I think the Administrator has cov- 
ered this fully and is absolutely right. I think we should do some- 
thing to give these people a chance. I have had such a tremendous 
amount of experience with these particular people. I know the Bo- 
water Southern Corp. very well. I had them in my district for over 
2 years. They spent between $50,000 and $100,000 on an engineer- 
ing survey, as I was trying to get them to locate there. We have, 
I guess, more paper mills in my district than any other district in 
America. We have the largest paper mill in the world there, the 
International Paper Co., the largest on earth. They make every 
kind of paper. 

We also have the Scot Paper, St. Regis Paper Co., Stone Container 
Co. My son, Bob Boykin, is manager of it. My son is manager of 
St. Regis. We know all of these people. We had hoped to get these 
people there. 

The reason they didn’t get there, they went up into Tennessee on 
account of the TVA power. That was the reason. Had I been home 
I believe I could have kept them there. They had picked the site 
and I believe spent about a hundred thousand dollars. I wish we 
could get them back but since we haven’t got them I am glad that 
we have them in Tennessee. I want to do all I can to help them. 

Mr. Chairman, I want to tell you the reason why: They are from 
England, and they brought the Cataws people there, located in my 
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district. They have a barge line. They have the largest rayon mill 
in the world at Mobile, even larger than the Du Pont. They don’t 
make more rayon than Du Pont but they have the largest. 

I think we should do something to protect these people. Down at 
the Cordalls there is 1 percent of foreign people working there, the 
managers, vice presidents, and all the workers, truckdrivers, people 
on the barges are all Americans and getting the best wages in the 
world. I think the same thing holds true to Bowater. I haven’t 
talked to them about it. 

Mr. Rivers brought me the file 10 minutes ago. I should read 
up on it. We should help them. They have invested in Tennessee 
about $80 million. I understand they are going to invest $50 million 
more. 

What we gave them in Alabama to come down, and do that, and 
what we gave to this concern, who are great friends of the Bowaters, 
is 10 years tax free, a site free, and we do everything we can to pos- 
sibly get hold of them. After they get through with the 10- -year 
period they will pay most of the taxes in my district. We have the 
Shell Oil Co. there. I think you are absolutely right about that. 
They are great people. 

We just bought in a great oilfield there. We have them there. 
We have the Stauffer Chemical Co. in my district, from France. 
They are doing about the same thing this other company is. I hope, 
Mr. C airman, we can do something to help this great group. They 
are moving here. They love us. They are the best citizens I have 
ever known. Also in my district is the great Hunter Bend Lumber 
Co. Arthur Shirley of London, was the head of that for m: ny years. 
You have no idea the great good they have done. They will change 
this anyway you want them to. 

I have a letter addressed to Mr. Rivers, dated the day after Christ- 
mas. Thisis from the Bowater Southern Paper Co., at Calhoun, Tenn. 
He goes on to thank him for cooperating with him. Of course, he is 
cooperating with him. They are in his district and they are spending 
all kinds of money by themselves. Something you never had does not 
hurt you. This is something we never had down there, Mr. Chairman. 
It won’t hurt anybody in Tennessee, but it will help everybody. 

Here is one of the paragraphs in this letter that strikes me : 

Mr. Rivers, briefly the problem is that Bowater Southern Paper Co., which is 
located on the waterfront in the Hiawassee River, at Calhoun, Tenn., is defined 
as a foreign corporation by section 802 of the United States Code and is therefore 
barred by section 883 of the code from shipping any freight by water in its own 
barges and towboats. We would like to amend section 883 so that a foreign cor- 
poration, every major aspect of whose operation is domestic and not foreign 
(which is true of our company) can own and operate barges and towboats on the 
inland rivers and intercoastal waterways. We originally located our Tennessee 
mill directly on the waterfront with the unqualified assurance from private and 
public organizations that such navigation would be fully available to us without 
unreasonable restrictions of any kind. Bowater Southern even purchased and 
operated 12 barges hauling pulpwood until we discovered that, in complete inno- 
cense, we were violating the Federal law. Upon such discovery we voluntarily 
informed the Federal Maritime Administration and after receiving authorization 
from that agency, we sold the vessels and ceased all private barging. 

If you would just tell us something, Brother Morse, of how they 
could fix it to make it operate, I w ould like to have you do that. I see 
my good friend Carroll Reece over here. I imagine that is what he is 
for. All of you know what a great man he is. 
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I called the president of this company in England. I asked why he 
did not come to the Tombigbee River and he said he couldn't get the 
rate. I held the telephone from Mobile to London and got the. presi- 
dent of the Alabama Power Co. and said “Why didn’t you meet this 
rate?” He said he didn’t get a chance. I got a telegram this long 
from the president of this great concern. He said, “Had I known it I 
would have been in Alabama.” 

I would have been up here fighting like Carroll Reece is fighting 
now. We should help get all of these industries we possibly can in this 
country and when we get them here protect them as long as they do 
right. They are one of the highest class group of men I have ever 
known in my life. They stayed in my home about 2 years. 

Mr. Chairman, there is a lot of stuff here. I think Mr. Morse under- 
stands it correctly. 

Mr. Bonner. Would you be agreeable to filing Mr. Morse’s testi- 
mony ¢ 

Mr. Boykin. I have never heard of this proposition. I think Mr. 
Morse would propose the right thing. Iam sure you want to help these 
people, do you not, Mr. Morse? You want to help this industry ? 

Mr. Morsr. Not only this group, but to improve the possibility of 
more American-flag operations, even if it means getting in foreign 
capital to assist in the American- flag operation. 

Mr. Bonner. Understand, I have no personal feeling against this 
company or this matter at all. It is the fundamental principle in- 
volved, and what we are going todo. If Mr. Gross was here he would 
be delighted to hear this discussion because it might be the return of 
some of the money we have been sending abroad. That would please 
Mr. Gross. I am delighted to know that the foreign people do not 
need all this foreign aid that we have been sending over there, since 
they can take dollars and come and invest them back in America. 
That issplendid. I am delighted to hear that. 

Mr. Boyx1n. I was sure you would be. 

Mr. Bonner. I am delighted to see some of the money returning. 

Mr. Morse, you say— 
the bill is evidently intended to override the provision of the documentation laws 
(46 U. S. C., see. 11), which requires that to be eligible for documentation the 
president and managing directors of the owning corporation must be United 
States citizens. 

With that amendment you would approve the bill ? 

Mr. Morse. The only opposition we have to the bill is the policy 
question which is spelled out in the 1936 act. 

Mr. Bonner. That is the only thing I am discussing here. It is not 
the individual case. 

Mr. Morse. No. 

Mr. Bonner. It is what will happen in the future and continue to 
happen, and sets a precedent. As you set forth, we will have to go 
into section 2 and revise it, if we make one dent in it. 

Is that correct ? 

Mr. Morse. I think that would naturally follow; yes, sir. 

Mr. Bonner. The only think that gives me concern, and that is a 
decision that this committee will have to decide 

Mr. Atten. Mr. Chairman. 

Mr. Bonner. Mr. Allen. 
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Mr. Auuen. Mr. Morse, do you know enough about the legislative 
history of the 1916 act to have an opinion as to whether it was intended 
to cover barges on the inland waters, or was it intended to cover only 
the larger vessels in the offshore coastwise trade that could be used? 

Mr. Morse. I am sure it was directed primarily at vessels used in 
overseas transportation, but the legislation is broad enough to include 
this type of activity under consider ation here. 

Mr. Auten. Do you know whether the inland waters or barges of 
this type or towing vessels of this type with which 9833 is concerned 
were ever mentioned in the legislative history of the act ? 

Mr. Morse. No. I donot know the answer. 

Mr. Auten. Would the purpose of the act as far as you are con- 
cerned have been completely fulfilled if these vessels mentioned in this 
bill, H. R. 9833, had been exempted. 

Mr. Morsr. Yes. I think it would have satisfied the purposes of 
the 1916 act. 

Mr. Atuen. If we intended to make a dent in section 2 could we 
make any smaller dent if it is included in this bill? It seems to me 
it is very limited in purpose. 

Mr. Morsr. The dent is very minor. it seems to me, about the 
minimum. 

My approach on this whole question is simply this: We are trying 
to encourage the building of an American-flag operation. Section 
2 is to a degree a barrier against getting money invested in American- 
flag operation. I don’t care whether it is foreign money or United 
States money. If adequate controls are retained as to the citizenship 
of the officers and crew, and the citizvuship of the president and the 
managing directors of the owning company, I think adequate safe- 
guards are thereby retained. I see no reason why we should have 
impediments against shipping operations, which impediments are not 
applied against banks, chemical companies, or any of the other domes- 
tic transportation companies even. There is nothing which would 
prohibit foreigners from owning trucklines, for ex: umple, and rather 
than having impediments in there I think we ought to encourage 
American steamship operations. I think we should remove those 
impediments. I think section 2 is one of those things that should be. 
therefore, very carefully reviewed. 

Mr. Arten. On page 3 in the middle of the paragraph of your 
statement you refer to one purpose of the bill being to provide for 
the chartering of vessels to this Bowater Co. My understanding i is 
that the purpose was primarily that the Bowater Co. could own ‘the 
barges for their downstream industrial carrier transportation and 
then Bowater would propose to charter the barges to an American car- 
rier, so that the barges might be used with some income on the return 
trip, which in a sense would be contributing foreign capital to the 
American common-carrier system, which would be more in line with 
your objection to the bill. 

Mr. Morse. That is right; it would be. 

Mr. ALLEN. One other line of questioning, if I may, Mr. Chairman. 

Mr. Bonner. Yes. 

Mr. Auten. It is obvious thus far that the Shell Oil Co. operations 
in the development of offshore oil involves some small service vessels, 
which, while they are in an offshore operation, are still not all of the 

















DOMESTIC SHIPPING PROBLEMS 125 


type of vessel that could go to sea and go elsewhere and be lost in case 
we needed them for some emergency. 

If you would assume that the Congress would desire to pass a bill 
providing for this type of oper ation that the Bowater Co. has, and 
also providing for the type of operation that the offshore oil companies 
have in supplyi ing their oil rigs at sea, where would you put the liti- 
gation on the type of vessels that might be exempted from the law, as 
an amendment to this bill and not intending to extend this bill to a 
revision of section 2? 

Mr. Morse. There is a suggested committee amendment which has 
been proposed, which limits it to vessels of a gross tonnage of not over 
500 tons. That would be rather a small vessel, actually, as far as our 
overseas requirements are concerned. 

Mr. Auten. The loss of such an emergency or peacetime for over- 
seas use would be inconsequential ? 

Mr. Morse. I wouldn’t say that, but then I don’t quite understand 
the hazard of the loss of the vessel. Even though the company may 
be owned by aliens, it is an American company, and the vessel is 
manned by American citizens, so that I see no reason why, being 
manned by American citizens, there is any more hazard of the vessel 
being lost to the Government, that you are referring to, than if the 
stock of the owning company is owned by an American group. 

Mr. ALLEN. There was some thought that control of the vessel would 
enable those in charge of it to be directed to proceed to a foreign port 
—— the vessel might be turned against us 1f we had some hostility. 

I doubt, however, that a 500-ton vessel of the type involved would be 
much of a loss to our defense effort. 

Mr. Morse. Well, that is a matter of judgment. A 500-ton vessel 
would be important in some situations and unimportant generally. 

Mr. Aten. However, if we determined to make some amendment to 
this bill before the passage of the bill, the 500-ton limitation would be 
reasonable in your opinion ? 

Mr. Morse. Yes; it would be. 

Mr. Auten. Thank you, Mr. Chairman. 

Mr. Bonner. Mr. Thompson ? 

Mr. Tuompson. No questions. 

Mr. Bonner. Mr. Kluezynski? 

Mr. Kiuczynsxt. Mr. Chairman, I am impressed with the state- 
ment of the gentleman from Alabama. I know he is very sincere and 
for this legislation. He said Mr. Morse would like to help these people. 
Mr. Morse said he would, but according to Mr. Morse’s testimony he is 
opposed to this bill, and the main object tion, I believe, is the citizenship 
requirement. Is that correct ? 

Mr. Morse. Citizenship requirement as now spelled out in the 1916 
and 1936 acts, the policy requirement. 

Mr. Kiuczynsxt. Well, the Subcommittee on Freight Forwarders is 
ready to report to the full committee a licensing bill, and in this licens- 
ing bill you do not have to be a citizen of the United States. I believe 
you could be a dummy corporation, or anybody that will appear before 
the Maritime Commission and get this license. I believe this subcom- 
mittee report will be reported to the full committee some time this 
week or the early part of next week, and I cannot understand why in 











126 DOMESTIC SHIPPING PROBLEMS 


one instance you have to be a citizen of the United States and in the 
other you do not have to. 

Mr. Morse. Youand | are in agreement. 

Mr. Kuuczynski. We are in agreement, but nothing is done. Mr. 
Boykin said that he is for this legislation. You said you would like to 
help him, but your testimony shows you are not trying to help him. 

Mr. Morse. The prepared statement says that we are opposed be- 
cause of the policy ae ations of the 1936 act, but in my offhand re- 
marks, I said I think that the policy declarations of the 1936 act, and 
the 1916 act, should be reviewed by this committee. 

Mr. Kiuczynsk1. You think the committee should do something 
about it? 

Mr. Morsr. I think it is improper that we have these impediments on 
ownership of American-flag ships where no similar impediment is ap- 
plied to any other industry here in the countr y. 

Mr. Kiuczynsx1. I noticed this bill was introduced early in Jan- 
uary. Here we at the close of the session having hearings on it. 
I do not know eee chance we have of passing this and getting it to 
the Senate. It reminds me of one of my bills. Ie annot get a bill 
out of the subcommittee. I must be a powerful member of the Com- 
mittee on Merchant Marine and Fisheries if I cannot get my own bill 
out of the subcommittee. 

Mr. Boyxin. Mr. Chairman, I believe he has a lot of respect from 
everybody I know. He is such a good worker everybody likes him. 
Iam for you. 

Mr. Kiuczynsxtr. I know youare. 

Mr. Boykin. Mr. Chairman. 

Mr. Totierson. I have one question, Mr. Chairman. 

Mr. Bonner. Mr. Tollefson. 

Mr. Totierson. It had been suggested that as far as this specific 
problem is concerned affecting Bowater they could accomplish the 

same purpose by organizing an American corporation to build and 
own and operate the boats and barges. 

Mr. Morse. No; because you still have the citizenship requirement 
of the ownership of the stock of the company that they would organize. 

Mr. Totierson. I am talking about the American people i in the cor- 
poration, Bowater Corp., organizing a 100-percent American corpo- 
ration. 

Mr. Morse. That would be perfectly legitimate provided they com- 
plied strictly with section 2, which says something to the effect that 
the controlling interest is not owned or controlled or held in trust for— 
I forget the langu: ige—for alien interest. 

Mr. Totierson. There would be nothing wrong with the wholly 
owned American barge corporation entering into the agreement to 
carry all the produc ‘ts of Bowater C orp. 

Mr. Morsr. They would have to get the approval of Maritmie at 
the present time, 

Mr. Totierson. Would they have any problem there ? 

Mr. Morsr. Frankly, I don’t know just what has been done on that 
sort of thing as far as Bowater is concerned. We do check into the 
charters which Shell Oil enters into with their equipment, and we 
have regulations on the question, the details of which are not clear in 
my mind, but it does not give these people the flexibility that ie 
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should have. What they desire is the freedom of chartering and con- 
tracting with people, of whom their competitors are pure American 
citizens. They do not want to come to us and get our approval of 
various things which is required at the present time where their com- 
petitors are not so required. 

Mr. Totierson. The problem that would be confronting you would 
be one of control with the American corporation ? 

Mr. Morse. Under the existing legislation ; yes. 

Mr. To.ierson. What if some other group of American citizens 
not connected with Bowater organized a barge company? They could 
enter into a contract freely with the Bowater company to carry all 
their products, could they not ? 

Mr. Morse. But they would have to get our approval. 

Mr. Totterson. Why ? 

Mr. Petty. Will the gentleman yield? 

Mr. Toutierson. Yes. 

Mr. Petty. Ina previous hearing on this legislation I asked whether 
we could set up a dummy organization or use a device of that nature 
and the attorney for, 1 believe, the Bowater Corp. said they had 
explored that possibility and found it impractical. 

Mr. Totiterson. Did they find it illegal ? 

Mr. Petxy. That is the only reason I could think it would be im- 
practical. 

Mr. Born. Is it not a pity, when you have good people, that you 
have to have something to fool them? Do you not wish we could fix 
it right? And I think Mr. Morse wants it that way. 

Mr. Bonner. Let the record show that is the reason for this com- 
mittee being called this morning, to see if we can find some way of com- 
plying with the purpose of this bill. 

Mr. Morse. The third paragraph of section 9 says in part: 

Except as provided in section 611 of the Merchant Marine Act, 1936, as amended, 
it shall be unlawful, without the approval of the United States Maritime Com- 
mission, to sell, mortgage, lease, charter, deliver, or in any manner transfer, 
to any person not a citizen of the United States, or transfer or place under for- 
eign registry or flag, any vessel or any interest therein owned in whole or in 
part by a citizen of the United States and documented under the laws of the 
United States, or the last documentation of which was under the laws of the 
United States. 

Mr. Totterson. I do not know whether we are talking about the 
same thing, but suppose a group of American citizens not connected 
with Bowaters decide they want to go in the barge business. Do they 
have to have your permission to buy barges and go in business? 

Mr. Morse. Certainly not. 

Mr. Totterson. Do they have to get your permission to contract 
with Bowaters ? 

Mr. Morse. Yes, if it is on a charter basis, and our requirements, as 
I recall—and I would like to supply them, for the record to be accu- 
rate—any charter in excess of 6 months must be approved by us. A 
charter for a period less than 6 months need not be approved by us. 

Mr. TottErson. Who is carrying Bowaters stuff now ? 

Mr. Morse. I do not know. I am sure, to the extent it is water 
arriage, it is tugs and barges owned by American citizens. 

Mr. Totterson. Have you passed on those arrangements? 

Mr. Morse. I do not recall, so far as Bowaters, but I know we have, 
as far as Shell. 
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Mr. Martin (counsel, Bowaters Southern Paper Corp.). So far as 
Bowaters, they have. 

Mr. Totierson. If you have approved them for others, you can ap- 
prove them for a new corporation ? 

Mr. Morsz. Yes. 

Mr. Totierson. There is nothing wrong about that? 

_ Mr. Morse. Nothing at all, but the problem you are raising is hav- 
ing Bowaters set up an American corporation. That new corporation 
would still have to meet the same citizenship requirements, and, even 
if it did meet the citizenship requirements, it could not charter to 
Bowaters without getting our approval under section 9. 

Mr. Totierson. In view of what Maritime has already done and the 
view you have already expressed, there would not be any great prob- 
lem there, would there ? 

Mr. Morse. To the best of my recollection, we have always been able 
to work out a program which has been acceptable to us and to Bo- 
waters and to Shell, but it puts them in the position of having to 
charter vessels from Americans, whereas their competitors are able to 
operate their own equipment. It puts them at a competitive disad- 
vantage. 

Mr. Totuerson. Off that subject and on a related one, suppose we 
approve this bill and Bowaters had their own barges and they hauled 
their own products down to the gulf, let us say. What would they 
do on their way back? ‘Would they come back empty, or would they 
pick up cargoes in eae with presently existing barge lines? 

Mr. Morse. That would depend entirely on the legislation. If they 
were limited to carrying their own products, that would be one thing. 
If the legislation were broad enough to permit them to act as common 
carrier or contract carrier for others, that would be another point. 

Mr. Totierson. Unless the legislation specifically authorized it, they 
could not be common carriers? According to what you have just said, 
the legislation would have to give them specific authority to act as 
common carrier carrying somebody’s else products from the gulf up? 

Mr. Morse. No. I would say, if legislation is adopted which does 
not prohibit their acting as common carrier for others, they would 
be in the position of any other corporation that owned an American- 
flag tug and barge and could do a contract-carrier and common-carrier 
operation. 

Mr. Totierson. I do not want my questions to indicate I am opposed 
tothebill. I just want those answers on the record. 

I have no further questions, Mr. Chairman. 

Mr. Bonner. Does counsel have any ? 

Mr. Drewry. Mr. Morse, on page 5 of your statement, you say : 

It is a matter of judgment whether the substitute (and additional) limitations 
on the ownership and use of the tonnage in question constitute sufficient assur- 
ance that the needs of commerce and defense for tonnage of this type in question 
will not be prejudiced. 

Can you express, as Maritime Administrator, your judgment as to 
whether the enactment of this bill would provide sufficient assurance 
that the needs of commerce and defense for tonnage of the type in 
question would not be prejudiced ? 

Mr. Morse. It is my view they would not be prejudiced. I think 
I intimated that when I said I do not see how vessels that are owned 
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by American corporations, with the president and managing direc- 
tors being American citizens, and with the crews and officers being 
American citizens, how there is any more danger of their being lost to 
the Government in the event of emergency w here the stock of the own- 
ing corporation is owned by aliens than where the stock is owned by 
American citizens. 

Mr. Drewry. I understood that, but I am certainly not clear that I 

understand you in relation to this bill, which provides that the corpo- 

ration meets the 1 requirements of a domestic corporation if the majority 
of the officers and directors are citizens and residents of the United 
States. You said the president and managing directors. I believe 
there is a considerable difference. 

The testimony for the Bowaters Corp. was given by Mr. Denis 
Timmis, first vice president of the cor poration, who informed the 
committee he isan Englishman. I do not know who the president is, 
but I assume, from your testimony and from the bill, that the very 
point they are trying to get around is the present requirement that the 
president and managing directors must all be citizens. 

Mr. Martin. Mr, Chairman. 

Mr. Bonner. Will you please identify yourself. 


STATEMENT OF GUY MARTIN, COUNSEL, BOWATERS SOUTHERN 
PAPER CORP. 


Mr. Martin. I am Guy Martin, counsel for Bowaters Southern 
Paper Corp. 

The president of Bowaters is Mr. A. B. Meyer, an American, and the 
presidents have always been Americans, so that is not a problem, 
from our point of view. 

Mr. Drewry. Would the point made by Mr. Morse, that the presi- 
dent and managing directors be American citizens, be satisfactory ? 

Mr. Martin. That would be satisfactory to Bowaters. 

Mr. Kiuczynskr. Will the gentleman yield? 

Mr. Martin, does Bowaters own any barges? 

Mr. Martin. It is illegal for us to own any barges. 

Mr. Drewry. Mr. Morse, am I right in my understanding that there 
is a difference between your statement that you have no objection if 
the president and managing directors were all American citizens and 
the provision of the bill which says a majority of the officers and 
directors must be citizens and vieidioda of the United States? 

Mr. Morse. That would be a conflict. 

Mr. Drewry. And you do oppose that provision of the bill that 
would permit a majority of the officers and directors being citizens 
and residents of the United States to be sufficient to meet the test? 

Mr. Morse. As far as I would be willing to go for vessels that could 
be utilized in the overseas trade would be to limit it to the president 
and managing directors being American citizens. I would not want 
to make it as broad as this, which refers to a majority of the officers 
and directors of the corporation being citizens of the United States in 
respect to vessels which are operating in the foreign trade or over- 
seas trade of the United States. 

But this bill is of a more restricted nature and refers to vessels 
which would normally be used within the territorial confines of the 
United States in any event, so it is a matter of judgment whether a 
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less restrictive citizenship requirement would be desirable in that 
situation. I think that isa matter for the committee to determine. 

Mr. Drewry. This bill is a restrictive bill ? 

Mr. Morse. Restrictive? 

Mr. Drewry. Yes. 

Mr. Morse. I would say it is less restrictive than the proposal I 
made that the president and managing directors be American citizens. 

Mr. Drewry. You feel as an overall proposition in the overseas 
trade you would want the president and all directors to be American 
citizens ? 

Mr. Morse. No, the president and managing directors to be Ameri- 
can citizens not only for vessels in overseas trade but I would be 
happy to have a similar provision apply to vessels operated in the 
domestic coastwise and contiguous tre all. 

Mr. Drewry. Would you be willing to relax somewhat the require- 
ments applying to the inland trade and mosquito fleet offshore trade? 

Mr. Morse. Yes. I do not see that the Government would be preju- 
diced in that purely local trade. 

Mr. Drewry. What we are talking about this morning is that re- 
stricted trade. 

Mr. Morse, I appreciate that is all the bill applies to. 

Mr. Drewry. You say there should be a review of our laws re- 
lating to citizenship, and from the inconsistencies that appear to exist 
I would be inclined to agree with you. What would be your position 
if the committee should ask you to make a study and submit at the 
next meeting a report of your recommendations ? 

Mr. Morse. That question is susceptible of two answers. One is 
that we would make the study and make the report. What it would 
be, I believe that the report would, as far as Maritime is concerned— 
I cannot speak for the Department or for the Bureau of the Budget, 
they may have a different approach to this problem—but as far as 
Maritime is concerned it would be fairly consistent, I believe, with 
the views I have expressed today. 

Mr. Drewry. You say the committee should make a study, and I 
think in order to make a study we have to get the benefit of the views 
of experts and the Maritime Commission is the most available group 
of experts we have. 

Mr. Morse. We would be happy to make a study and report to the 
committee. 

Mr. Drewry. And make recommendations for revision ? 

Mr. Morse. Yes, sir. 

Mr. Drewry. That is all, Mr. Chairman. 

Mr. Petty. Mr. Chairman, could some of us down here ask ques- 
tions ? 

Mr. Bonner. Oh, ye 

Mr. Petty. I just eantaa to let you know that I want to seek some 
information on this bill before we get through. 

Mr. Bonner. Sure. 

I would like to ask Mr. Morse, with respect to our nationals abroad 
in a similar field, what is the prevailing situation in the principal 
countries abroad ? 

Mr. Morse. We in the Maritime have not made a study on this 
matter of sabotage and the citizenship ownership requirements of 
companies operating vessels in the domestic trade of foreign coun- 
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tries. Mr. Shapiro, for the AMMTI, has submitted a memorandum to 
Mr. Bonner on that question, I believe, but we in the Maritime have 
not made such a study. 

Mr. Bonner. That is pertinent to this bill. In foreign countries 
that have great inland waterway transportation systems T would like 
to find out something with respect to what privileges are extended 
to our nationals. Canada and many European countries have water- 
way transportation systems that are far more developed, probably, 
than ours. What are the privileges in those countries extended to 
our nationals? You do not have any firsthand information on that? 

Mr. Morsr. No, but we would be happy to furnish that. 

Mr. Boykin. Mr. Chairman, I am interested in several foreign 
companies and in every one of those the foreign countries just want 
the majority of the officers and also a majority of the stockholders. 

Mr. Bonner. Is it similar to this case? 

Mr. Boykin. Yes. They are manufacturers. 

Here is something that might be helpful, Mr. Chairman. This is 
a letter from the Tennessee Valley Authority. They say: 

Bowaters Southern owns a large plant at Calhoun, Tenn., on the Hiwassee 
River, a tributary of the Tennessee River. This plant has become a large 
employer of labor in this area and is important to the area’s economy. It 
appears to us desirable that this and any other similarly situated concerns 
have access to the inland waterway system on a competitive basis. 

Accordingly, the bill, in our judgment, would represent desirable legislation. 


The letter goes on to say that: 


This report has been submitted to the Bureau of the Budget which advises 
that it has no objection to submission of the report to your committee. 

This letter is signed by Herbert D. Vogel, Chairman of the Ten- 
nessee Valley Authority, for the Board of Directors, and I imagine 
he has looked into it pretty good. 

We will never get a better concern from any place on earth than 
the Bowaters Co. 

Mr. Bonner. I am just endeavoring—some day Mr. Tollefson may 
have the same responsibility I have, ‘and I want to leave the record 
of our responsibility so that he will not have something rise up and 
hit him. 

Mr. Marturarp. Mr. Chairman. 

Mr. Bonner. Mr. Mailliard. 

Mr. Matiutarp. On the question the chairman raised, in order to 
get it in the record, I have been told that an American company 
operating in Canada would be completely prohibited from operating 
waterborne facilities on the waterways of Canada. I think this is 
germane to the bill we have before us, and I would like to have that 
verified if it is a correct statement. Will Mr. Morse be able to do 
that ? 

Mr. Bonner. Is that an American corporation ? 

Mr. Mattrrarp. I have been told that in an absolutely comparable 
situation to that of Bowaters, that the Canadian corporation owned 
by an American would be prohibited from doing precisely what Bo- 
waters are asking to be allowed to do. I just ask that that be verified. 
I have been told that is correct. 

Mr. Morse. We will verify it and supply that for the record. 

Mr. Bonner. We do not have much time for verification. Mr. 


Ray. 
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Mr. Ray. On this last point just made, there appears to be a pos- 
sibility that the Canadian law has followed ours and that the restric- 
tion there is like the restriction here. Both are the kind of restric- 
tions that I should like to see eliminated. I will ask Mr. Morse to 
tell us what his views are. When we invite foreign capital to come 
here and do business, we should allow them to do business on a basis 
that is competitive with our own companies. Here we have one small 
angle that may not have been considered when the statute was drawn. 
It seems to me it is inconsistent with our national policy which en- 
courages foreign capital to come here. It is inconsistent with our 
national policy to have a restriction that is such they cannot com- 
pete on the same terms with our own companies in purely domestic 
channels. 

Mr. Bonner. There is present in the audience 2 former associate 
of the industry in America who is now an advocate of this legislation, 
Mr. Francis Greene. 

Mr. Greene, will you step up, please. Mr. Ray raises the question 
of reciprocity. Have you any comment to make on that? 


STATEMENT OF FRANCIS T. GREENE, COUNSEL, SHELL OIL CO. 


Mr. Greene. I am Francis T. Greene. I am counsel for the Shell 
Oil Co. in this connection. 

In direct answer to Mr. Mailliard’s question, in which he stated that 
he understood that an American corporation would be prohibited 
from doing in Canada that which Bowaters seeks to do here by this 
bill, I believe, respectfully, that you are mistaken, because an Ameri- 
can corporation or American citizens are entirely free to organize 
a Canadian subsidiary, which Canadian corporation is free to own 
and document and operate ships in Canadian waters regardless of 
who owns the stock of the Canadian corporation. 

In the case of Bowaters, I am informed Bowaters is an American 
corporation, a Delaware corporation, the majority stock or control 
of which is owned by aliens or noncitizens of the United States. 

I think it is important in dealing with cabotage laws to distinguish 
between what an American corporation as an American corporation 
can do abroad and what American citizens can do abroad through a 
local subsidiary. 

Mr. Maiurarp. I was trying to find out what an identical situation 
would be, in other words, a Canadian corporation the ownership of 
which was not Canadian, and I have been informed, perhaps incor- 
rectly, that such a corporation would be prohibited from doing what 
Bowaters seeks to do under this bill. 

Mr. Greene. Under date of June 12, 1958, Mr. W. F. Kenney, vice 
president of the Shell Oil Co., wrote to the committee counsel a letter 
on this precise point, asking that it be included in the record. That 
letter referred to the fact that following his testimony before this 
committee on H. R. 9833, Mr. Kenney became curious as to whether 
foreign countries imposed restrictions on proprietary coastwise trans- 
portation by water by United States-controlled companies comparable 
to those which are the subject of the present hearing before your 
committee. 














a i i le 


i a a ee 








DOMESTIC SHIPPING PROBLEMS 133 


He stated that he made such inquiry as to Canada, England, and 
Holland, selecting these 3 countries because he had ready access to the 
views of counsel in these 3 countries on this problem. 

This letter of June 12, 1958, states: 

I have been advised that there are no such comparable restrictions in any of 
these 3 countries; that a vessel registered under the Dutch, British, and 

Canadian flag is entitled to engage in coastwise trade in those 3 countries even 
though the company owning and operating the vessel may be controlled by 
United States citizens. 

I have myself made an examination of a summary of foreign 
shipping laws as published by the Georgetown School of Foreign 
Service in 1954, and as far as I know the United States is the only 
country which prohibits a domestic corporation from owning and 
documenting and operating vessels in its domestic trade merely be- 
cause such corporation may be subject to direct or indirect corporate 
control by persons not citizens of the nation of incorporation. 

I have not read the original statutes, but I have read the summary 
published by the Georgetown School of Foreign Service and I found 
no restriction such as is involved in section 2 of our Shipping Act. 

Mr. Bonner. Mr. Shapiro, would you care to comment on that? 


STATEMENT OF ALVIN SHAPIRO, VICE PRESIDENT, AMERICAN 
MERCHANT MARINE INSTITUTE—Resumed 


Mr. Suartro. Section 671 of the Canadian Shipping Act of 1952, as 
amended, provides: 

No goods shall be transported by water or by land and water, from one place 
in Canada to another place in Canada, either directly or by way of a foreign 
port, or for any part of the transportation in any ship other than a British ship. 

Section 6 of that act says that a ship shall not be considered a 
British ship unless it is wholly owned by British citizens. 

I have checked this with other countries and I find this standard 
exists in Norway. I could not go to Norway and operate a Nor- 
wegian-flag vessel. I must be a Norwegian citizen before I can do 
that. 

Mr. Matiuiarp. Could I ask our counsel a question on this? That 
does not quite clear up the question of alien ownership of a domestic 
corporation. 

Mr. Drewry. I will have to apologize. 

Mr. Maruuiarp. The definition Mr. Shapiro read out of the Cana- 
dian Shipping Act said a ship should not be considered a British ship 
unless it was wholly owned by a British citizen. That still does not 
give us the answer to the question of alien ownership of a domestic 
corporation. 

Mr. Bonner. Did you read the definition of a British corporation ? 

Mr. Suartro, | do not have the definition of a British corporation 
in this particular letter. I am quite certain the statute reveals the 
answer and I suggest the whole question can be verified by an exami- 
nation of the Canadian Shipping Act of 1952, as amended, a copy 
of which I will gladly furnish the committee. 

Mr. Petry. Mr. Chairman, I want in every way I can to help my 
friend, Mr. Boykin. 

Mr. Bonner. All we want is to get this thing cleared up. 
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Mr. Petry. I want to be sure this legislation will not have an ad- 
verse effect on my own situation. We have nonsubsidized common 
carriers running to Alaska from the continental United St: ites, and 
we have barge lines. The great need of the people of Alaska is to get 
return cargo on those common carriers so they can reduce the cost 
of transportation ; is that not so? 

Mr. Morsr. Yes. 

Mr. Petry. The principal resources of the Territory of Alaska are 
oil and pulp for purposes of year-round transportation of cargo, and 
I would like to have inserted in the record what you believe would 
be the effect of the passage of this legislation on this situation. 

Mr. Morsr. You appreciate there are five conditions that apply in 
this so-called Bowaters bill. One is that the majority of the officers 
and directors are citizens of the United States; another is that 90 
percent of the employees of such a corporation are residents of the 
United States; another condition is that such corporation is engaged 
in a manufacturing or mineral industry; and th rere are two other 
conditions. 

Mr. Pretuy. We have a case where the Japanese are financing a 
pulp mill, and I understand the Japanese are now looking into Alaskan 
coal. It would be detrimental if these corporations had their own 
return cargoes to the continental United States in separate barges that 
might comply with this law, because it would mean the transportation 
to Alaska would be higher because they could not get return hauls. 

Mr. Morse. The obvious answer to your concern would be to include 

a provision that the Bowaters company or a similar company could 
ilies tugs and barges only for their own products. 

Mr. Petzy. I would like an amendment to that effect. 

Mr. Bonner. Would not the language of the bill take care of that 
whiere it says on line 9— 
and owned by any corporation organized under the laws of the United States 
or chartered by such corporation to or from persons otherwise qualified to own 
or operate such vessels. 

That means they can carry their freight down the river, but when 
they come back the vessels cannot be operated by themselves as common 
carriers, but they are permitted to charter it to common carriers. 

Mr. Totierson. That is not what Mr. Morse said. 

Mr. Bonner. This bill provides they are allowed to charter them to 
an existing common carrier. 

Mr. Petty. The danger that would entail would be if it were a 
common carrier now serving Bowaters and some other customer in that 
area, using a hypothetical case, if the Bowaters cargo were removed 
and there would not be enough other cargo that service would cease. 
In the broad aspects of the thing, I would like to know more about it. 

Mr. Bonner. If you will recall, in the hearings I discussed that 
myself. 

Mr. Greene. Mr. Chairman. 

Mr. Bonner. Yes, Mr. Greene. 

Mr. Greene. There is a compromise suggested committee amend- 
ment drafted in coordination with the technical people at Customs 
and Maritime which I think goes a long way toward meeting the 
problem. It provides that the boats cannot be used— 
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except as a service for a parent or subsidiary corporation and except when 
such vessel is under demise or bareboat charter from any such corporation to a 
common or contract carrier which otherwise qualifies as a citizen under section 
2 of the Shipping Act of 1916, as amended. 

The purpose is that if the company was not able to use its own 
barges, if other carriers wanted to charter them, they could. I think 
that goes a considerable way toward meeting the problem. Shell, 
my client, has no backhaul problem at all, that is a Bowaters problem, 
and if I am incorrect I hope Mr. Martin will correct me. 

Mr. Martin. That is correct. 

Mr. Preity. Mr. Morse, have you seen the proposed amendment ? 

Mr. Morse. Yes. 

Mr. Petty. Do you think that would go a long way toward helping 
a situation such as I have outlined ? 

Mr. Morse. It will go part way but not all the way. It will not 
go all the way because on the backhaul leg these people could charter 
it at less than prevailing rates in order to get the vessel returned to 
them without expense to themselves. 

Mr. Petry. As far as Bowaters, I imagine they would be glad to 
have this limited to navigable waters in the United States, but I am 
afraid it would not serve the purpose of Mr. Greene. 

Mr. Greener. No; our problem is the “mosquito fleet” when they are 
drilling the offshore wells. 

Mr. Bonner. Mr. Martin, would you be satisfied to meet the pre- 
vailing rate condition ? 

Mr. Martin. Yes. 

Mr. Totierson. That still would not take care of the situation be- 
cause that cargo would be hauled by the existing companies. 

Mr. Bonner. They would charter to existing companies at the 
prevailing rate of charge if they have the approval of Maritime. 

Mr. Martin. I would like to put it officially in the record that we 
would be satisfied with a bill that provided we could charter only to 
existing carriers at the prevailing rate so there would be no cutting. 

Mr. Aten. Is there a prevailing rate for contract carriers ? 

Mr. Morse. No. Those are all matters of negotiation. That would 
be a matter that would be difficult to police. 

Mr. Boykin. Down home we have an awful lot of this hauling and 
they charge so much per mile. 

I would like to tell Mr. Pelly, I do appreciate your interest. Mr. 
Rivers asked me to look into this because he knew I know the Bowaters 
people, and I just want them to have a fair deal because they had 
our unqualified assurance that such navigation would be fully avail- 
able to them before they spent all the money they have invested. 

Mr. Petry. I think we can get together and reconcile the differences. 

Mr. Borxrn. I know these people will do the right thing. They 
can meet the competition because they are the biggest operators in 
the world. 

Mr. Petry. I would like those in the business in Alaska to have an 
opportunity to insert their comments in the record at this point. 

Mr. Bonner. The Chair raised that question because Mr. Morse 
made the statement it would not meet the situation entirely. 

_ Mr. Morse. It would not meet the situation entirely, because there 
is always the possibility of undercutting. sh 
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Mr. Bonner. What should be the language, then ? 

Mr. Morse. The only guaranty would be to prevent the utilization 
of these barges and tugs except in their own industrial activity. 

Mr. Boyxrn. That would be a terrible waste of money. If you are 
going to take something down, you ought to be able to bring something 
back. 

By the way, I just found a letter in this file from Congressman T. 
Ashton Thompson, of Louisiana: “I hereby designate Congressman 
Mendel Rivers to cast my vote on H. R. 9833 and all amendments 
thereto.” That is signed by T. Ashton Thompson, of Louisiana. 

Mr. Bonner. I am waiting for your suggestion. 

Mr. Morse. I thought I h ad made my suggestion. 

Mr. Bonner. We are trying to work out something that would be 
fair and equitable to these people and to the present operators. 

Mr. Petty. Mr. Chairman, if it were stipulated that this charter 
for return haul had to be with existing carriers it would at least assure 
that the common carrier would be recognized. 

Mr. Morse. Again I will be the devil’s advocate. I am not saying 
these people would do so, but in order to get their barges returned to 
their shipping point, so long as they got only $1 revenue they would 
be ahead of the game. 

Mr. Martry. Mr. Ch: airman, we would be happy to have any provi- 
sion in the law that is feasible that would restrict the return voyage 
rate. We have no desire to undercut the charter rate on these return 
voyages. 

Mr. Totierson. Mr. Morse, take Alaska Steam. Suppose the barge 
on the return trip were chartered to Alaska Steam. Alaska Steam is 
not going to haul it up empty. They would have a problem. Is that 
not correct, Mr. Pelly ¢ 

Mr. Petuy. I think you are correct, and I think that indirectly 
contributes to the increase in transportation cost of the areas being 
served. 

Mr. Greene. Mr. Chairman. 

Mr. Bonner. Yes, Mr. Greene. 

Mr. Greene. Might I address myself to the question Mr. Tollefson 
just put ? 

Mr. Bonner. Yes. 

Mr. Greene. It seems, unless Alaska Steam needed the tonnage for 
the backhaul it would not charter it. So the profits of the use of that 
voyage backhaul will go entirely to an existing carrier, and obviously 
the carrier in the business would not charter it unless he needed it or 
if the industry as a whole needed the tonnage to supplement what 
they have. 

Mr. Totierson. During part of the season, for instance, when they 
are hauling canned salmon, their big problem is getting cargo back. 

Mr. Greene. And if you had an industrial carrier hauling canned 
salmon down with an empty vessel back, he would not be able to charter 
it to anybody. 

Mr. Petxy. It would seem to me you will create a competing service 
because the oil companies will barge their oil down and then be look- 
ing for return cargo, leasing it to somebody else, and there is a danger 
you will put a common carrier out of business and in the end it will 
hurt the areas that are served. 
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Mr. Auten. Mr. Morse, would transportation between the United 
States and Alaska be tr :nsportation of merchandise by water between 
points in the United States ? 

Mr. Morse. We think it would be. 

Mr. Petiy. This may have an effect on the St. Lawrence Waterway 
or Great Lakes. 

Mr. Bonner. If an existing common carrier did not desire to charter 
these barges on a return trip there would not be any charters. I 
think that. protects the Alaskan situation. 

Mr. Petty. I was thinking if a manufacturing plant owned indi- 
rectly by foreign capital should go, say, in the pulp business and start 
building their own barges and start bringing cargo down, they might 
charter in turn to someone else. 

Mr. Bonner. The existing operators can carry cargo back but that 
operator would have to have transportation so he would be interfering 
with his own business if he did not have enough cargo to go north, let 
us say. 

Mr. Petry. I think the chairman is referring to an amendment lim- 
iting it to existing carriers. 

Mr. Martin. We are agreeable to that. 

Mr. Bonner. Ata fair and reasonable rate of charge? 

Mr. Martin. Yes. Weare perfectly agreeable to that. 

Mr. Bonner. I think that will take care of that situation. 

Mr. Ray. Mr. Chairman. 

Mr. Bonner. Yes, Mr. Ray. 

Mr. Ray. Iam sorry Mr. Kluczynski is not here. He referred to a 
bill that he said he could not get out of a subcommittee. I would like 
the record to show that the bill has been considered by the subcommit- 
tee, but the subcommittee needs further evidence and it cannot be acted 
on by the subcommittee until that evidence is made available. 

Mr. Bonner. Of course I cannot control all the subcommittees. I 
do all I can to control the full committee and this subcommittee. 

I think we have had sufficient evidence here this morning. 

Do we have a quorum of the subcommittee ? 

We will go into executive session. 

(Thereupon, the subcommittee went into executive session. ) 
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TUESDAY, MAY 20, 1958 


House or REPRESENTATIVES, 

SUBCOMMITTEE OF THE COMMITTEE 
Mercu Ant MARINE AND FISHERIES, 
Wash ington, Pp. C. 

The subcommittee met at 10 a. m., pursuant to call, in room 219, 
Old House Office Building, Hon. Herbert C. Bonner (chairman) pre- 
siding. 

Present: Representatives Bonner, Robeson, Miller, Kluczynski, 
Tollefson, Allen, Van Pelt, and Pelly. 

Staff member present : John M. Drewry, chief counsel. 

The Cuarrman. The committee will please come to order. 

The committee meets this morning to consider H. R. 5490, a bill in- 
troduced by Mr. Preston, of Georgia, to authorize foreign vessels to 
be employed in the coastwise transportation of lumber from Savannah, 
Ga., to Puerto Rico. 

(The bill referred to follows:) 


[H. R. 5490, 85th Cong., 1st sess.] 


A BILL To authorize foreign vessels to be employed in the coastwise transportation of 
lumber from Savannah, Georgia, to Puerto Rico 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That until June 30, 1958, notwithstanding the 
provisions of law of the United States restricting to vessels of the United States 
the transportation of merchandise, directly or indirectly, between points in the 
United States, including Districts, Territories, or possessions thereof, foreign 
vessels may transport lumber to Puerto Rico from Savannah, Georgia. 


The CuHarMan. Mr. Preston. 


STATEMENT OF HON. PRINCE H. PRESTON, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF GEORGIA 


Mr. Preston. Mr. Chairman and members of the committee, my 
name is Prince H. Preston, Representative from the First Congres- 
sional District of the State of Georgia. 

The Cuatrman. And a very fine Representative. 

Mr. Preston. I thank you, Mr. Chairman. 

The issue in the bill H. R. 5490 is a relatively simple one, gentlemen. 
The purpose of the legislation is to permit the foreign-flag vessels to 
transport lumber from the port of Savannah to Puerto Rico, because 
American-flag vessels are not available to accomplish this. 

This bill was introduced in February of 1957. Hearings have been 
set up for it on 2 or 3 prior occasions, but they were postponed because 
it appeared that perhaps we might get service, and at one point a 
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Puerto Rican did prov ide service with a very small vessel for a short 
while and then found it was not economically feasible to continue the 
service, so they went out of business. 

So we find ourselves again in a situation where lumber exporters 
cannot ship from the port of Savannah to Puerto Rico. 

Facts established by the Secretary of Commerce clearly establish 
that the southern portion of the United States is one of the largest 
lumber exporting areas of the country. It compares favorably with 
the gulf and with the northwest Pacific. 

[ have present this morning 3 witnesses who are competent to testify 
briefly to the need for this service, 2 of whom are in business in Savan- 
nah, and the third being the executive director of the Savannah Dis- 
trict Authority, which is the same thing as the Savannah Port Au- 
thority. 

Mr. Chairman, and members of the committee, by way of suggestion 
I would like to point out that this bill, since it was introduced in 1957, 
February 28, does need amendment. 

I did not introduce another bill, but wanted to suggest and request 
the committee to amend the bill by striking out the date in the bill, 
which is June 30, 1958, and to insert appropriate language that would 
permit the foreign-flag vessel to operate so long as the Secretary of 
Commerce finds that American-flag service is not available. 

It would seem to me to be reasonable to do this in order to avoid 
offering a bill each year and bring it before a committee and involving 
your committee and involv ing the House and the Senate with it on 
an annual basis. 

We are not interested in having the lumber transported by foreign- 
flag vessels, I assure you, no longer than it is absolutely necessary. The 
moment any American-flag line sees fit to trans sport lumber from 
Savannah, of course, we will be happy to have the Secretary of Com- 
merce certify and then eliminate the foreign-flag business in the port. 

So I would suggest that the amendment included in the Secretary 
of Commerce report, about having the Secretary certify that no Ameri- 
can-flag vessel is available, should be incorporated in the bill and the 
date stricken as I have just stated. 

Now, briefly, Mr. Chairman, that is the situation. I certainly shall 
be glad to undertake to answer any questions that the chairman or any 
members of the committee might have at this point. 

The Cuarrman. I think the committee would be interested, Mr. 
Preston, to know what happened after the committee heard this bill 
previously and was advised that service had been arranged. What 
happened to that service ? 

Mr. Preston. It was a Puerto Rico company, the Borinquen Co., 
and they provided service only briefly. 

Other witnesses here who used that company will testify specifically 
on that point, Mr. Chairman. 

The CuatrmMan. You are aware of the fact that the Association of 
American Shipowners and the Pacific American Steamship Associa- 
tion have filed protests against the bill. 

Mr. Preston. No, I am not aware of that, Mr. Chairman. 

The Cuarrman. I wanted to make you aware of it. I did not know 
whether you were aware of it. 

Mr. Preston. Did you name two associations, or one, Mr. Chair- 
man ? 
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The CuarrmMan. Pacific American Steamship Association and the 
Association of American Shipowners have filed letters of protest. 

Mr. Preston. I, of course, would not be surprised that letters might 
be filed perhaps in a perfunctory manner, but I should certainly think 
they would not be on very good grounds to file objections when they all 
refused to provide us with the service. 

The Cuarrman. I will place these two letters in the record at this 
point. 

(The letters referred to follow :) 


PACIFIC AMERICAN STEAMSHIP ASSOCIATION, 
San Francisco, Calif., May 16, 1958. 
Subject: H. R. 5490; coastwise laws, proposed exemption on lumber from 
Savannah to Puerto Rico. 
Hon. Hersert C. BONNER, 
Chairman, Merchant Marine Committee, 
House of Representatives, Washington, D.C. 


DEAR Mr. CHAIRMAN: This office has been advised of a hearing on the above 
legislation scheduled for Tuseday, May 20. We take this opportunity to express 
our Opposition to any special treatment for any individual port of the United 
States as regards exemption from our coastwise-shipping laws. 

If every port in the United States which felt the need of direct service to 
another port of the United States and couldn’t get it from American carriers 
chose to seek from your committee permission to use foreign carriers, our do- 
mestic commerce would, indeed, be thrown into a state of confusion. 

It is always unfortunate when American ship operators are forced to oppose 
service by foreign carriers to and from ports which they themselves are not 
prepared to step in and serve, but the other side of the coin is also that, no 
matter what the commodity, there is always some port nearby that does have 
adequate services. In the case of Iumber to the area served by Savannah, 
there is ample steamship service, we understand, from Mobile, Ala. 

While it is unfortunate that American operators are forced to oppose legis- 
lation of this kind, it would be infinitely more unfortunate to have a network 
of exemptions up and down our coastlines that permitted foreign carriers to 
engage in domestic commerce, and, once a foreign carrier commences serving 
the domestic commerce, he can probably always make a case for just one 
more American port. 

In summary, Mr. Chairman, we fully appreciate the problems of the lumber 
shippers in the Savannah area, but, in the larger context, our domestic 
commerce cannot afford the luxury of any exemptions at this time. 

We are strongly opposed to any action on this legislation. 

Very truly yours. 
Ratpu B. Dewey, President. 


ASSOCIATION OF AMERICAN SHIP OWNERS, 
New York, N. Y., May 15, 1958. 
Re H. R. 5490 (Preston). 
Hon. HERBERT C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: On behalf of the Association of American Ship 
Owners, I desire to submit the following comments on H. R. 5490, to authorize 
foreign vessels to transport lumber from Savannah, Ga., to Puerto Rico. I 
would appreciate it if you would have this letter included in the record of 
the hearings. 

Our association is opposed to any departure from our long-established policy 
of fostering and protecting domestic shipping that was adopted virtually at 
the beginning of our Government and has been continued ever since. We are 
vitally concerned about the principle necessarily embodied in the bill of weak- 
ening our coastwise laws. 
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It seems to us that the committee should be reminded of the history of the 
coastwise laws which had their origins in the First Congress in 1789. 

Nine of the 27 laws enacted during the First Congress of the United States 
in its first year had to do with some phase of shipping. Two of these deserve 
special mention, since they represent the origin of our policy of protecting and 
fostering domestic shipping. 

To encourage, generally, the use of American ships, the act of July 4, 1789 
(1 Stat. 24), allowed a 10-percent discount on customs duties on goods imported 
on vessels built in the United States and owned by United States citizens, 
or built abroad and owned by United States citizens in May 1789, and con- 
tinuously thereafter. 

The act of July 20, 1789 (1 Stat. 27), having to do with tonnage duties, initi- 
ated a policy for the protection of American vessels by favoring those built in 
the United States and owned by United States citizens with payment of such 
fees in the coastwise trade only once a year, as compared with payment on each 
entry in the case of other vessels. 

Shortly following the declaration of war with Great Britain in 1812, an act 
was passed placing 100 percent additional duty on imports but, again, a 10- 
percent discount was granted if such goods were imported on vessels of the 
United States (act of July 1, 1812, 2 Stat. 768). 

In 1817, Congress declared that goods were subject to forfeiture if carried 
from one port of the United States to another in a vessel belonging “wholly 
or in part” to the subject of a foreign power (act of March 1, 1817, 3 Stat. 351, 
later carried into the Revised Statutes as sec. 4347 thereof). 

Since the establishment of this policy in 1817, all of the efforts by Congress 
have been in the direction of strengthening this policy. 

After the Civil War, for example, protection of the coastwise trade was made 
more effective by a law which subjected the goods to forfeiture and the carry- 
ing ship to heavy duties if goods shipped on the “northern, northeastern, or 
northwestern frontiers” of the United States were laden upon a foreign vessel 
to be carried to “a foreign port or place, to be reladen and reshipped to an- 
other port or place in the United States” on such frontiers “either by the same 
or any other vessel, foreign or American,” with intent to evade the provisions 
of the 1817 act. 

As a result of a decision in 1893 of the Circuit Court of Appeals for the Ninth 
Circuit in the case of United States v. Two Hundred and Fifty Kegs of Nails 
(61 Fed. 410), in which the court held that section 4347 of the Revised Statutes 
(the old 1817 act) did not apply to split voyages, Congress, in 1893, added the 
following language to Revised Statutes, section 4347: 

“* * * and the transportation of merchandise in any such vessel or vessels 
from one port of the United States to another port of the United States via any 
foreign port shall be deemed a violation of the foregoing” (act of February 15, 
1893, 27 Stat. 455). 

As a result of the problems brought on by the Alaska gold rush, section 4347 
of the Revised Statutes was again redrafted in 1898 to read in part as follows: 

“* * * no merchandise shall be transported by water under pennlty of for- 
feiture thereof from one port of the United States to another port of the United 
States, either directly or via a foreign port, or for any part of the voyage, 
in any other vessel than a vessel of the United States. But this section shall 
not be construed to prohibit the sailing of any foreign vessel to another port 
of the United States: Provided, That no merchandise other than that im- 
ported in such vessel from some foreign port which shall not have been unladen 
shall be carried from one port or place in the United States to another” (act of 
February 17, 1898, 30 Stat. 248). 

On January 4, 1913, Attorney General George W. Wickersham of the United 
States wrote the Secretary of Commerce and Labor of the United States an 
opinion to the effect that the coastwise laws applied only to transportation by 
water and not to transportation partly by land and partly by water. 

Section 27 of the act of June 5, 1920 (41 Stat. 988, 999: 46 U. S. GC. 883), 
was passed to close this gap. It is commonly known as the Jones law, after 
Senator Wesley L. Jones, of Washington, one of its authors. Section 27 
provides : 

“* * * No merchandise shall be transported by water or by land and 
water * * * between points in the United States * * *, embraced within the 
coastwise laws, either directly or via a foreign port, or for any part of the 
transportation, in any other vessel than a vessel built in and documented under 
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the laws of the United States owned by persons who are citizens of the United 
States * * * Provided, That this section shall not apply to merchandise trans- 
ported between points within continuental United States, excluding Alaska, over 
through routes heretofore or hereafter recognized by the Interstate Commerce 
Commission for which routes rail tariffs have been or shall hereafter be filed 
with said Commission when such routes are in part over Canadian rail lines 
and their own or other connecting water facilities.” 

The proviso was inserted, inadvisedly we believe, to accommodate a particular 
problem of one of the New England railroads. Its value as respects that prob- 
lem probably has been destroyed by the decision of the Supreme Court in Central 
Vermont v. Durning (294 U.S. 33). 

Permitting the transport: ition of lumber to Puerto Rico from Savannah to be 
excepted from the coastwise laws seems to be a departure from a policy de- 
veloped over almost 150 years of our history of fostering and protecting do- 
mestic shipping. Furthermore, it seems doubtful whether American owners can 
be induced to provide the service covered by this bill so long as foreign ships 
with substantially lower operating costs are permitted to do so. We there- 
fore urge that this bill not be enacted. 

Respectfully yours, 
GEORGE W. MoreGan, President. 

The Cuatrman. Mr. Tollefson. 

Mr. Tesabeos: Mr. Preston, do you know why they do not make 
service available, why American-flag ships do not provide service? 
Is it because the shipments are so intermittent, or what ? 

Mr. Preston. I would prefer the gentlemen who have been shipping 
answer that question, but I think they no doubt find that there is not 
the profit to them. 

Mr. Toutierson. This bill is similar to the annual bill we pass to 
make an exception up in Alaska, to permit Canadian vessels to serve 

certain ports in Alaska, which exempts them from the provision of 
law which does not permit foreign vessels to serve between our ports. 

Mr. Preston. Yes. 

Mr. Totierson. So that there is a precedent for exception. 

Mr. Preston. Yes, sir; I understood there was. That is the reason 
we offer this bill. 

Mr. Totuerson. This bill was before the committee in the last Con- 
gress, or a similar bill. Did you not introduce a similar bill in the 
previous Congress ¢ 

Mr. Preston. I do not recall having introduced a bill prior to last 
year. 

Mr. Totierson. Do you recall if there was a hearing on a bill and the 
committee did not take any action ? 

Mr. Preston. I don’t recall that we actually had a hearing, Mr. 
Tollefson. 

Mr. Totzerson. I may be thinking of another bill, so the counsel 
tells me. 

Mr. Preston. Yes; I think that was another bill that we had hear- 
ings on. 

Mr. Totterson. I have no further questions, Mr. Chairman. 

The CuatrMan. Mr. Allen. 

Mr. ALLEN. Mr. Preston, is there any reason why the certification 
should come from the Secretary rather than the Maritime Board ? 

Mr. Preston. That would be the Maritime Board since the Secre- 
tary of Commerce is the parent organization. He would rely on the 
Maritime Board to make the study for him. 
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Mr. Aten. In the Reorganization Act it seemed to me that the 
function of the Board was to regulate the practices, even independent 
of the Secretary. 

Mr. Preston. I shall be very happy to have the Maritime Board 
inserted in lieu of the Secretary of Commerce, Mr. Allen. That would 
be highly acceptable. 

Mr. ALLEN, Thank you. 

The Cuatrman. Mr. Pelly. 

Mr. Petty. Mr. Preston, you indicated to Mr. Tollefson that this 
would follow the precedent of the exception that was made in the case 
of the Territory of Alaska. 

I think possibly that might not be the case. 

In other words, in the case of the Alaska ports that are served by 
Canadian vessels there is no other service at all. 

Now, in the case of Puerto Rico there must be other ships going there 
from other areas and therefore they are not deprived completely of 
service by American bottoms. 

Mr. Preston. I believe there is another case that would provide 
precedent on the Atlantic side. My recollection is that there is an- 
other case that establishes a precedent right in point with this one. 

But the fact remains, yes, you could ship lumber from Savannah to 
some other port by rail and then having all the moving costs and be- 
fore you get started you are in a noncompetitive situation. 

Our problem is dealing principally with lumber from Honduras 
and South America. That is our problem, competing with lumber 
from South America and Central America. 

It just is not economically feasible to ship lumber by rail to another 
port and then by ship on to Puerto Rico. 

I think when the other witnesses testify, perhaps they can answer 
that phase of it to your entire satisfaction, Mr. Pelly. 

Mr. Petxy. I was just thinking in terms of the fact that much lum- 
ber is shipped to the east coast from the Pacific Northwest through the 
Panama Canal and that the American vessels are going right by that 
area and could stop with lumber from the Pacific Northwest possibly 
and fill their needs. 

Maybe the competition is not purely with Honduras 

Mr. Preston. Well, Bull Lines used to carry it mi they ceased op- 
erations out of Savannah and stated—one of the witnesses has a letter 
from them serving notice that they will no longer carry it. 

Mr. Petry. It may be that no lines carrying lines from the Pacific 
Northwest and California would be interested in stopping at Puerto 
Rico. 

Mr. Preston. Gentlemen, I would like to point out that the expor- 
tation of lumber is a very important economic activity in the South 
Atlantic area. 

We are a great pine-producing country. Pine trees grow faster 
there, I am told, than any other part of the world. It is an increasing 
industr y and a good export market is necessary. 

Our friends in the West Indies have proven to be a good market 
for us. There has been a great upswing in the economy of Puerto 
Rico in recent years and it is 5 of great importance to our area to be able 
to market the lumber. 
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There is not the demand for it from the domestic standpoint, as we 
all know, that there was a few years ago. The domestic market is 
down. 

With the decrease in construction of houses in this country the lum- 
ber industry became sick overnight and a great many of our small lum- 
ber producers went out of business because they could not sell what 
they were producing. 

To be able to export this lumber is really essential. This is not a 
luxury we are asking for today. It is something that is important to 
our economy locally. 

Believe me, gentlemen, we would not ask for this permission if we 
could get any kind of ship of any description to come into the port and 
carry this lumber to Puerto Rico. 

I am sure, as partial as I am, coming from a port city, and as you 
gentlemen who deal with this problem all the time are, about Amer- 
ican-flag vessels, I would not think of asking that the Merchant 
Marine Act be violated to this extent unless it were essential because 
I am very jealous of the prerogatives of our merchant marine. 

I am aware, as you are, what it costs to subsidize our merchant 
marine and we must not do anything to weaken it at all. We must 
get the maximum from it without subsidy. 

But this is a case of necessity if we are going to be able to export 
our lumber on a profitable basis and we want it no longer than is 
absolutely necessary. 

The minute any American ship comes in, any line says they will 
serve us, we will be happy to use it. That is our only problen— 
getting one to do it. 

The Cuarrman. Are there any further questions? 

Thank you, sir. 

Mr. Preston. Shall I present the next witness, Mr. Chairman, or 
shall I let him identify himself ? 

Mr. Harpy. Mr. Chairman, if you prefer to hear Mr. Preston’s 
witnesses, I will defer to them. 

The Cnarman. All right, Mr. Preston, proceed. 

Mr. Preston. I would like to present Mr. Ralph Crutcher, of the 
Warsaw Lumber Co. in Savannah, who is a wholesale lumber dealer 
and exporter. 


STATEMENT OF R. F. CRUTCHER, MANAGER AND PARTNER, 
WARSAW LUMBER & TRADING CO., SAVANNAH, GA. 


Mr. Crutcuer. My name is Ralph Crutcher. I am the manager 
and partner of the Warsaw Lumber & Trading Co., of Savannah, 
Ga. My business is exporting lumber, wholesaler and exporter. 

I have been in Savannah in this business since 1935. 

One of our principal markets has been for most of that period of 
time shipping southern pine lumber from the Southern States to 
Puerto Rico. 

The American line which has served us most is the Bull line. For 
many years before and after the war, we shipped on that line, especial- 
ly from 1946 or 1947 up to 2 or 3 years ago when they pulled out. 
We shipped a large volume—my firm and other shippers. 

The producers of that area were geared to that portion of their low- 
grade production going into this market. 
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The people of Puerto Rico needed the lumber. 

The fact that southeast Georgia is closer to that market meant a 
more economical price to them to receive it from there and the mills 
needed it in order to dispose of most of their low-quality lumber 
which went into small houses and such in Puerto Rico. 

They have lost that market and, as Congressman Preston mentioned, 
there is a depression in the lumber business and those mills are having 
a problem disposing of it. 

Indirectly that problem in Georgia and South Carolina could affect 
other States if a surplus of lumber is removed from the normal market 
of Puerto Rico and forced on the local market of, say, some of the 
nearby States. 

In order to dispose of it, it can affect the lumber business in the 
nearby States by simply more or less dumping it over there to get 
rid of it. 

These mills need it. Because we are wholesalers we are not de- 
pendent on this service from Savannah exclusively. 

The producers are the ones who must have that service. So, being 
a wholesaler, and having geared my sales to Puerto Rico, having a 
sales organization and that business developed over many years, when 
the boat ceased to come to Savannah I Aid. not dry up and go out of 
business. 

I simply moved to where there were boats. 

At the present time I am shipping parana pine from Brazil to 
Puerto Rico. Not because I want to ship parana pine from Brazil to 
Puerto Rico, but because I am unable to get a service to handle the 
local production and the people of Puerto Rico need lumber and as 
an exporter I am simply filling the need where I can get boats to 
handle it. 

When this bill was first introduced I immediately handled with the 
Bull Lines, the American line who had served it, and I have a letter 
from them signed by Mr. James E. Light, vice president, dated March 
of last year, saying that they have no plans to resume the service from 
South Atlantic to Puerto Rico in the immediate future. 

I would like to introduce that letter. 

The Cuarrman. It may be included in the record. 

(The letter referred to follows :) 

A. H. Burt & Co., INc., 
New York N.Y., March 4, 1957. 
Mr. R. F.. CRUTCHER, 


Warsaw Lumber & Trading Co., 
Savannah, Ga. 


Dear Mr. CrutcHer: Thank you very much for your letter of March 1, and 
exceedingly regret to inform you that our plans at the moment preclude any 
resumption of service from South Atlantic ports to Puerto Rico in the immediate 
future. 

With best regards, I am, 

Yours very truly, 
Buti INSULAR LINE, INC., 
Jas. E. Lieut, Vice President. 


Mr. Crutcrer. I have a letter dated March of last year from the 
Royal Netherlands Steamship Co., one of the largest foreign lines 
serving this country, and I sent them a copy of this bill, told them that 
we were very much interested in knowing if they would come in for 
Puerto Rico. 
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They are already serving the port of Savannah. They come in 
every 2 weeks and go down into Haiti, and other islands, pass right by 
Puerto Rico. 

‘They are very much interested and they would be delighted to con- 
sider it. 

I offer that as evidence. 

The Cuatrman. That may be included in the record at this point. 

(The letter referred to follows :) 


Roya NETHERLANDS STEAMSHIP Co., 
New York, N. Y., March 8, 1957. 
Subject: Lumber shipments from Savannah to Puerto Rico. 
Warsaw LuMBER & TRADING Co., 
Savannah, Ga. 
(Attention of Mr. R. F. Crutcher.) 

GENTLEMEN: We thank you very much for your letter of March 1, 1957, in 
connection with the legislation proposed by Congressman Preston, which would 
permit lumber shipments from Savannah to Puerto Rico to be shipped temporarily 
on foreign-flag vessels. 

Perhaps it is known to you that our company has, for many years, maintained 

regular services from the Atlantic Seaboard to the Caribbean area, including not 

only Venezuela and the Antilles, but also Haiti and the Dominican Republic; we 
need therefore hardly mention that we are indeed very much interested in the 
proposed bill, which we understand has been referred for consideration to the 
Committee on Merchant Marine and Fisheries, especially so, since we understand 
that monthly shipments of pine lumber from your port to San Juan and Ponce, 
P. R., amounts to at least 1 million board feet, supplied by various shippers. 

We would appreciate it very much if you would continue to keep us posted about 
the bill proposed by your Congressman Preston. 

Very truly yours, 
Roya. NETHERLANDS STEAMSHIP Co. 


Mr. Crurcuer. I have a letter from the Alcoa Steamship Co. of 
New York, dated February 27 of last year, when this bill was intro- 
duced. 

They said, unfortunately, they have a tight schedule, and they can- 
not consider Savannah. 

I would like to offer that for the record. 

The Cuairman. That letter may also be included in the record at this 
point. 


(The letter referred to follows :) 
ALCOA STEAMSHIP Co., INc., 
New York, N. Y., February 27, 1957. 
Warsaw LuMBER & TRADING Co., 
Savannah, Ga. 
(Attention Mr. R. F. Crutcher.) 


JENTLEMEN : We refer to your letter of February 20 concerning 1 million board- 
feet of lumber per month, to move from Savannah to Puerto Rico. 

Unfortunately, at the present time our schedule is so tight that a call at 
Savannah is practically impossible; however, we wish to thank you for placing 
the matter before us for considerations. 

If the situation should change, we will be only too glad to contact you and 
see if an arrangement can be worked out although we can offer little hope right 
now. 

Very truly yours, 
W.B. PHILLIPS, 
Assistant General Traffic Manager. 


Mr. Crutcuer. To bring us more up to date, one of the steamship 
agents in Savannah called on one of the larger American lines serving 
Puerto Rico within the past 2 or 3 months and was told that they were 
thinking about it and they were considering it, but he had no assur- 
ance of any kind and nothing has happened since. 
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The Cuarrman. What was that line? 

Mr. Crourcuer. It was the Bull Line, so he said, the one that had 
served us before. 

The Cuarrman. They still go into Savannah ? 

Mr. Crutcuer. They do not come to Savannah, but they are still 
serving Puerto Rico from Ses Philadelphia, and New York, 
and their boats right today go by Savannah. 

We have written and urged ‘them, if they could not give us service 
every 2 weeks as they formerly did, could they simply let 1 boat per 
month stop off at Savannah on the way from New York and leave 
enough space to handle the lumber. 

Gentlemen, back in those years when we were shipping in 1946 up 
to 1955, I believe, there was a gre eat deal of this southern pine lumber 
went out to Savannah, 2 or 3 million feet a month. A million feet of 
dressed pine lumber is 50 bie boxcar loads. A solid trainload. Two 
trainloads a month out of Savannah is quite a dent in the sales of the 
mills in that section. 

We have asked the American lines to come in at the published con- 
ference rates. We do not want any discount. We simply are asking 
them to give us a service so that we can compete on the same rates as 
they are giving from other sections. 

I shall be ol: id to answer any questions, Mr. Chairman, if you care 
to ask them. 

The CuHarrman. What lines serve the port of Savannah? 

Mr. Crutcuer. There are no lines serving Savannah to Puerto Rico, 
but there are a great many American-flag v essels, like the Farrell Line, 
the Robbin Line, the States Marine Isthmian, the United States Lines, 
a great many lines. 

The Cuarrman. Do they also serve Cuba ? 

Mr. Crutcuer. Some lines do, but none of those lines does. Most 
of the lines serving Cuba from Savannah are Cuban lines. 

The Cuarrman. Mr. Allen. 

Mr. Auten. I think the line you mentioned, the American lines, are 
subsidized lines. 

Has there been any discussion of the fact that because they were 
subsidized for the foreign trade they would not enter into the domestic 
trade? 

Mr. Crutrcner. The American lines ? 

Mr. ALLEN. Yes. 

Mr. Crurcuer. No, there has been no discussion or anything like 
that. It just has been a case, to my knowledge, will you come, and 
the answer has been “No.” That is the extent of my knowledge as to 
why they could or would not come. 

Mr. Auten. Thank you. 

The CHarrman. Counsel would like to ask some questions. 

Mr. Drewry. Are there any ships in irregular service, like tramps ? 

Mr. Crurcuer. There are no ships in the irregular service from 
Savannah to Puerto Rico at thistime. I know of none. 

Mr. Drewry. Have you sought chartered ships ? 

Mr. Crurcuer. We have sought some American-flag vessels, and we 
have been told that they are not available. 

Mr. Drewry. I mean have you sought to charter American tramps? 

Mr. Crutcuer. Yes. I say we have through some brokers in New 
York asked if they could provide any, but they are not available. 
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Mr. Drewry. And there is no shipping to Puerto Rico of lumber 
from Savannah at all? 

Mr. CrurcHer. Not any at all. 

Mr. Drewry. Are there any lumber shipments from Savannah to 
Cuba? 

Mr. CrutcHer. Yes. 

Mr. Drewry. Isthat a fairly extensive movement ? 

Mr. Crurcuer. As a matter of fact, most of the lumber originating 
in Savannah areas goes over a car ferry from Palm Beach. As you 
can well appreciate, a car moving on a vessel is simply a matter of 
the entire car being switched on and off the vessel and it saves so much 
there that actually it can be shipped by rail. 

The railroads have put in a very low rail rate from that area to 
Palm Beach to provide for that. 

So most of the lumber from that area going to Cuba goes over 
this American Line from Palm Beach, but there are two small lines 
coming into Savannah. They are Cuban lines and one of those lines 
is W illing to handle a little lumber. 

The other line at the moment says the vessels are too small. Certain 
vessels, you know, are simply not built for long-length lumber to be 
loaded on it and his vessels are not appropriate. 

Mr. Drewry. Does Sea Train Lines serve Savannah ? 

Mr. Crurcuer. The Sea Train Lines serve Savannah between 
Savannah and Edgewater, N. J. They have one sailing a week. 

Mr. Drewry. Have you talked to them about the advisability of 
serving Puerto Rico? 

Mr. Crurcuer. They have their schedule. As I understand it, I 
have not talked to any of the management, I have talked to some of 
the boys in the sales office about it, it seems that there is some law or 
provision or something where they are on a certain schedule and they 

cannot change it. 

Mr. Drewry. Thank you very much, Mr. Chairman. That is all. 

The CHairman. Thank you very much. 


STATEMENT OF FRED L. SHEAROUSE, EXECUTIVE VICE PRESI- 
DENT, REYNOLDS & MANLEY LUMBER CO., SAVANNAH, GA. 


Mr. Suearouse. My name is Fred Shearouse, executive vice presi- 
dent, Reynolds & Manley L umber Co., Savannah, Ga. 

We have been in operation in Savannah since 1925. 

During the past years we have shipped a good deal of lumber to 
Puerto Rico, about 5 million feet a year, about 25 percent of our pro- 
duction. 

Of course, it has worked a hardship on us because we have not been 
able to move the lumber down there. We have tried and have been 
unsuccessful in getting any service. 

As you know, the lumber business is rather bad now, and we need 
the service real bad. I think that is about all I have to say about it. 

The Cuarrman. Are you shipping any to Puerto Rico? 

Mr. Surarouse. No, sir. The nearest port is Mobile. There is a 
rail rate of about $12 a thousand. Of course, we cannot compete 
with that. 

The Cuarrman. Mr. Allen. 
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Mr. Auten. How big a lot would you have to ship at one time? 

Mr. Suearouse. We normally ship about 400,000 feet a month. 

Mr. ALLEN. What would that be, about 400 tons? 

Mr. SHEAROUsE. Yes. 

The CHairman. Counsel ? 

Mr. Drewry. Do you know where this Royal Netherlands Steam- 
ship Co. operates ? 

Mr. Crutcher indicated it does serve the United States, but I won- 
dered if you could elaborate a little bit more or where they serve? 

Mr. Suearouse. They serve Haiti. Weship a little lumber to Haiti. 
They go down to Caracas. They serve the Dominican Republic. 
They work all the C aeitbesk except Puerto Rico. 

Mr. Drewry. Do they operate out of New York? 

Mr. Suearovuse. I am not sure. I think they do, but they have a 
sailing out of Savannah every 2 weeks. They have intimated to us 
that they would be glad to take the lumber to Puerto Rico. 

Mr. Drewry. This is a regular service which they provide? 

Mr. SHearouse. It is a regular service. They have small tramp 
steamers 

I might also say that we have made every effort to get American 
tramp steamers in Savannah, but we have been unable to get any, 
under charter or anything else. 

Mr. Drewry. On the subject of regularity, if you could get irregu- 
lar service, but with sufficient assurance of frequency, would that help 
you? 

Mr. Suearouse. That would be better than nothing. Of course, it 
is better to have a regular sailing on account of your customers down 
there. If they give your agent an order they want to know about 
when they will get the ‘lumber. 

We asked the Bull Lines to just give us a sailing monthly now. 
From Mobile they have a sailing every week. They have two lines out 
of Mobile, Waterman and Alcoa. 

Mr. Drewry. Has Bull completely discontinued service to Savan- 
nah? 

Mr. SHearovuse. Yes. They used to operate what they call the 
South Atlantic Conference. That is Charleston, Savannah, and 
Jacksonville. Now they only operate the North Atlantic. That is 
New York, Philadelphia, and Baltimore. 

Mr. Drewry. They dostill operate there ? 

Mr. Suearovse. They operate that service, yes. 

We asked them to just come by, maybe send a boat once a month 
and give us service. Of course, t 1ere is other cargo that would move 
out of Savannah for Puerto Rico. Union Bag would ship paper. 
There is quite a bit of general cargo. 

Mr. Drewry. Have they explained why they felt they had to give 
up Savannah? 

Mr. Suearovse. They do not explain it. They just say they cannot 

make any money out of Savannah, that is about the best explanation 
they would give you; that it is not profitable to operate. 

Mr. Drewry. Do they not have any control over the freight rates on 
lumber ? 

Mr. Suearouse. Since they quit there has been an increase in the 
freight rate from the gulf. 
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In other words, the rate they were operating on was less then than 
it is now. There has been an increase in freight rates, but that did 
not encourage them to come back. 

Mr. Drewry. That isall. 

The Cuatrman. Thank you, sir. 

The next witness is Mr. McGowan. 


STATEMENT OF W. H. McGOWAN, EXECUTIVE SECRETARY, SAVAN- 
NAH DISTRICT AUTHORITY, PORT OF SAVANNAH, GA. 


Mr. McGowan. I am W. H. McGowan, executive secretary, Savan- 
nah District Authority. 

Gentlemen, the district authority is the local port authority charged 
with port development and industrial development. 

Our interest here is simply to tell you briefly that the port of Savan- 
nah has in recent years spent approximately $514 million on new 
facilities. It plans through the State port authority to spend another 
$6 million and the port at large has the responsibility to provide termi- 
nal facilities. 

Not only terminal facilities, we want additional steamship services. 

It is only fair to the producers and shippers in our area. You have 
heard the gentlemen who are qualified to talk about lumber ahead of 
me. I simply want to add that we have 76 services represented by 
5 agencies, but we do not have any services in the domestic shipping 
other than Sea Train operating between Savannah and New York. 

So we think in view of the fact that the American shipping com- 
panies have not been able to provide service to Puerto Rico that we 
might well seek this request for foreign service from Savannah to 
Puerto Rico. 

We wish to support our shippers. 

You have heard from the two companies who are very prominently 
identified with shipping lumber in the Southeast. 

I have nothing more to add. 

The Cuarrman. What would be the tonnage of other cargo in addi- 
tion to lumber that might be shipped from Savannah ? 

Mr. McGowan. Woodpulp. We have large woodpulp producing 
companies in Savannah. In 1953 there was some 80,000 tons of cargo 
moved to Puerto Rico from the port of Savannah which about 22,000 
was lumber and if I recall correctly, 30,000 or better in woodpulp. 

There are other items, too, probably some manufacturers would 
possibly move. 

The Carman. Mr. Allen. 

Mr. Auten. Prior to World War II did you have a coastwise serv- 
ice from New York, Baltimore, Philadelphia, to Savannah ? 

Mr. McGowan. Yes, sir; we had the Merchants & Miners Trans- 
pee Co. We also had the Ocean Steamship Co. from New York, 

3oston, and Savannah. 

Mr. Auuen. Is the Bull Lines qualified under the law to carry 
domestic coastwise cargo ? 

Mr. McGowan. Sir, I do not think so on that coastwise run. I 
seem to think that is operated under the ICC on a certificate basis. 
I don’t believe Bull has a certificate. 

Mr. Auten. If they were qualified, is the rail rate so competitive 
that it will eliminate coastwise ? 
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Mr. McGowan. Was the rail rate competitive ? 

Mr. Auten. So competitive that it eliminates any coastwise service? 

Mr. McGowan. No, sir; I don’t think so. I think the failure of 
the coastwise shipping to carry on was due to the method of handling. 

The only substitue that has been found is Sea Train which is, of 
course, competitive with a high rail rate. 

Mr. AutieN. I would assume it is not likely that Bull Line would 
want to carry coastwise from New York to Savannah and then 
unload and reload. 

On the other hand, they would not want to keep open space for 
that length of time if they could fill their ships at New York. Is 
that the situation ? 

Mr. McGowan. I should not think they would want to do that 
particularly with conventional vessels. If they had modern type 
trains such as the Sea Train, that would be a different situation. 

Mr. Auten. Thank you, Mr. Chairman. 

The Cuarrman. Thank you very much. 

I will call Mr. Hardy as the next witness. 


STATEMENT OF HON. PORTER HARDY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF VIRGINIA 


Mr. Harpy. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I am grateful for 
the opportunity to appear this morning in support of H. R. 5490, 
with an amendment. H. R. 5490 as now drawn, of course, would 
not be of any service to the importers and exporters and shippers, 
in my district. 

But there is a real need for the inclusion in this bill the transporting 
of sugar from Puerto Rico to Norfolk. 

Now, Mr. Chairman, I have always been a strong exponent of Ameri- 
can-flag shipping, but we are in a practical situation at the moment and 
we need to do a little something about it. 

As has been indicated with respect to Savannah, we had service by 
the Bull Lines between Puerto Rico and Norfolk until last year. Now 
the Bull Line ships just bypass Norfolk and go on to Baltimore, pre- 
sumably because the major cargo coming from | Puerto Rico to Norfolk 
is sugar and that is a pretty low producing commodity from the stand- 
point of freight revenue. 

Now, Cuban sugar comes into Norfolk on foreign-flag vessels at a 
much cheaper rate than Puerto Rican sugar, because the « only way we 
can get Puerto Rican sugar is for it to go to Baltimore on the Bull 
Lines and be 1 reshipped. That puts us in a very poor competitive 
position. 

So as long as there is no American-flag service available for the 
transportation of sugar from the Commonwealth of Puerto Rico to the 
port of Norfolk, then it should be possible to bring it on a foreign-flag 
ship, Mr. Chairman. 

That is the thought I have that I would like to ask the committee to 
consider. It ought to be possible for my district to receive Puerto 
Rican sugar on a competitive basis with Cuban sugar. 

The CuHarrman. There is no operation between Puerto Rico and 


Norfolk? 
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Mr. Harpy. There is none. 

I think the ships that bring the Cuban sugar in could possibly ar- 
range to provide service from Puerto Rico, or there might be some other 
arr rangements for foreign-flag operations. 

The Cuamrman. Does any operator from Puerto Rico bypass Nor- 
folk and go to Baltimore ? 

Mr. Harpy. The Bull Lines. 

The Cuarrman. They will not stop at Norfolk? 

Mr. Harpy. That is my information. 

The CHarrman. Counsel would like to ask some questions, Mr. 
Hardy. 

Mr. Drewry. Mr. Hardy, you said you are supporting this bill with 
an amendment. 

Mr. Harpy. The amendment would simply add at line 9, “And sugar 
from Puerto Rico to Norfolk, Va.” 

I think it also would be nec essary, as Mr. Preston has pointed out, 
to include an amendment on line 3, to strike out the date, June 30, 1958, 
and substitute the kind of language which would permit the Maritime 
Board to make a finding. 

Certainly we do not want to use foreign-flag shipping if we can 
have American vessels. 

Mr. Drewry. What do you think about applying the language Mr. 
Preston suggested in the general bill, that whenever the Sec ret: ary finds 
that any port in the U nited States is not adequately served by Ameri- 
can-flag vessels in noncontiguous domestic trade, they may waive the 
protection of section 27 ? 

Mr. Harpy. If you want my personal reaction to that, frankly, I 
do not’ want to see us open this thing any wider than necessary. I do 
not know where that will lead us. 

At the present time we are concerned only with two commodities, 
one going from continental United States to Puerto Rico, and the 
other from Puerto Rico to the continental United States. 

It seems to me the application of the bill should be limited. 

My immediate reaction would be that it would be better to confine 
it toa limited area rather than open it up generally. 

Mr. Drewry. Thank you. 

The Cuarrman. Thank you, Mr. Hardy. 

Now, Mr. Bennett. 


STATEMENT OF HON. CHARLES E. BENNETT, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF FLORIDA 


Mr. Bennett. Some people in Jacksonville have asked that if Con- 
gress allows this law, it should apply to Jacksonville as well because 
they do not want to be legislated out of the commerce by undue ad- 

rants ige toa competitive port. 

Prior to Mr. Hardy’s statement I thought the thing could be handled 
by an amendment at line 9 adding “and from Jacksonville, Fla.” 

Now, however, with the injection of the idea of another commodity 
into it, and not havi ing heard from anybody in the sugar industry or 
anybody connected with it, I have not the slightest idea whether the 
people in Jacksonville would like to have sugar similarly treated or 
not, but I would think that since this bill has been before Congress a 
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long time, people have had a chance to look at it and only the two 
people, Congressman Hardy and myself, having come in with com- 
petitive ports maybe that would be enough justification just to draw 
a law which would allow the sugar and the lumber to be transported 
between these 3 ports and the specific insular areas, wherever it is 
going to be, and that might take care of the whole thing provided there 
are safeguards that American shipping is not in fact available. 

I would say in conclusion the law should be amended to require 
some kind of finding that the American vessel shipping is not available 
because T think all of us Members of C ongress are very desirous of 
keeping the American flags going as a very important part of our 
national defense and otherwise. ( ‘ertainly, I so desire. 

So I do think it would be a great improvement to have some such 
amendment in the bill. 

As I say, the only real thing I am any authority on at all is that 
some people in Jacksonville have said if Savannah is going to have 
this service they feel that Jacksonville should be allowed to be in it 
as well, because we are also a great lumber-producing area. 

The Cuamman. What is the tonnage shipped from Jacksonville to 
Puerto Rico? 

Mr. Bennett. To be brutally frank, it is not the fault of your com- 
mittee, it is my fault that I did not know until a very few minutes ago 
that this hearing was actually taking place. As a result I have not 
the backup material on it. I can state only one thing: that the people 
in my community feel that if Savannah is going to have this benefit, 
they feel they, too, should have it. 

I do not feel I am in a position to discuss the technicalities otherwise. 

The Cuarrman. Are there any questions ? , 

Thank you, Mr. Bennett. 

Mr. Bennerr. Thank you, Mr. Chairman. I am indebted to you 
for allowing me to testify. 

The Cuatrman. Thank you for coming before the committee, sir. 

We will next hear from the Maritime Administration. 


STATEMENTS OF GRAYDON ANDREWS, DEPUTY GENERAL COUNSEL, 
AND PAUL SULLIVAN, CHIEF, OFFICE OF SHIP OPERATIONS, 
MARITIME ADMINISTRATION, DEPARTMENT OF COMMERCE 


Mr. ANprews. Mr. Chairman, my name of Graydon Andrews, Dep- 
uty General Counsel of the Maritime Administration. 

I would like to read a short, prepared statement, if you do not 
mind. 

The bill would authorize until June 30, 1958, the transportation of 
lumber to Puerto Rico from Savannah, Ga., in foreign-flag vessels, 
notwithstanding the provisions of law restricting to “vessels of the 
United States the transportation of merchandise between points in 
the United States, including districts, Territories, and possessions 
thereof, embraced within the coastwise laws. 

Pr esumably, in view of the nearness of the termination date in the 
bill, it would be amended to be in force another year, until June 30, 
1959, if the bill is favorably considered. 

A regular United States-flag service—Bull Lines—from South 
Atlantic ports to Puerto Rico, including calls at Savannah, Ga., to 
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lift lumber for Puerto Rico, was discontinued in the fall of 1956, 
allegedly because the tariffs on lumber were noncompensatory and 
se heduling difficulties made necessary the dropping of calls at south 
Atlantic ports. 

The total traffic from Savannah to Puerto Rico has shown a steady 
and substantial decrease in the years 1953, 1954, 1955, and 1956. 

In 1956, the total traffic from Savannah to Puerto Rico was about 
14,000 tons, and the traffic in lumber, shingles, posts, piling, and poles 
was about 9,000 tons. 

There is a possibility that the American Union Transport, which has 
made a number of sailings to Puerto Rico, would go into Savannah for 
lumber if inducement offers. 

If foreign-flag vessels are permitted to carry lumber from Savannah 
under the proposed waiver, it may well have a deterimental effect on 
United States-flag shippers and carriers who export and carry lumber 
to Puerto Rico from other United States ports on a common-carrier 
basis. 

It is felt, therefore, that shippers should exhaust all means at their 
disposal, including alternate routing by other ports, before foreign- 
flag vessels are admitted to the testricted trades. 

In view of the potential effect of this proposal upon United States- 
flag shipowners and shippers who are not in a position to take advan- 
tage of lower foreign-flag rates out of Savannah, the measure requires 

cautious consideration. 

If the committee finds the circumstances justify favorable consider- 
ation of a statutory waiver, we recommend that the bill be amended to 
be effective only when the Secretary of Commerce determines that 
United States-flag service is not available to move the lumber from 
the producing area to Puerto Rico. 

This would be comparable to the waiver authority in Public Reso- 
lution 17, 73d Congress (48 Stat. 500; 15 U.S. C. 616a) which requires 
shipments under foreign loans to be in United States ships except 
when it is found that United States ships are not available. This 
policy may be accomplished by an amendment, as follows: 

Page 1, strike out line 9, and insert the following: 

Georgia, whenever the Secretary of Commerce determined that United States- 
flag service is not available to move the lumber from the producing area to 


Puerto Rieo. Any waiver or waivers authorized by the Secretary shall terminate 
whenever the Secretary determines that United States-flag service is available. 


Thus amended, and subject to the considerations mentioned, 
would have no objection to favorable consideration of the bill. 

The Cuairman. Now, what is your comment on the amendment of 
Mr. Hardy ? 

Mr. ANprews. Fr ‘ankly, Mr. Chairman, this amendment was a sur- 
pes to us and I do not have the official position of the office that I 

‘an state. 

The CuarrMan. The same position would hold with respect to the 
proposed amendments by Mr. Bennett of Florida ¢ 

Mr. Anprews. Yes, sir; and also to the suggestion by Mr. Drewry 
that it might be broadened to make it general in its application, 
de spending on findings in any individual situations. 

The Cuamman. Would you repeat that ? 

Mr. Anprews. Also, in regard to Mr. Drew ry’s suggestion that the 
bill might be broadened, or a similar bill put in, whi ich would allow 
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the Secretary of Commerce in any given instance to determine that 
there is a need for foreign-flag vessels out of any given port. 

I understand that to be a suggestion that it might be broadened 
ane ad of limiting it to named ports. 

Tam notina position to state our position on that, sir. 

The Cuarrman. Are there any questions ? 

Mr. Atien. What is the virtue of having the Secretary or the Mari- 
time Board make a finding ? 

Mr. Anprews. The reason for that, Mr. Allen, is that the Secretary 
of Commerce under the statute is in control of the chartering authority 
and it is delegated through him to the Maritime Administration. 

As a practical matter the Maritime Administrator would make the 
determinations. 

Mr. Auten. Thank you. 

Mr. Van Petr. What was the reason for the fall-off in tonnage? 
Was it lack of _ or lack of transportation facilities ? 

Mr. Anprews. I do not know why the loss of the quantity or the 
tonnage out of the port, Mr. Van Pelt, but the figures read to you were 
furnished to us by our statistician’s office. I don’t have the reasons 
behind it. 

Presumably it was as a result of this falling off that was the cause 
of the Bull Lines discontinuing their service. 

Mr. Van Petr. That is all, Mr. Chairman. 

The CuarrmMan. On page 2 you say: 

It is felt, therefore, that shippers should exhaust all means at their disposal, 
including alternate routing by other ports, before foreign-flag vessels are ad- 
mitted to the restricted trades. 

Mr. ANprews. Yes, sir. 

The Cuatrman. They have stated that it is economically impossible 
to compete with other areas. 

Mr. Anprews. If this be established as a fact, sir, then we would 
have no objection to favorable consideration of the bill. 

The CHatrman. Mr. Drewry. 

Mr. Drewry. Mr. Andrews, I notice in the second paragraph of 
your statement that you say that in view of the nearness of the termi- 
nation date in the bill the date should be extended for another year if 
the bill is favorably considered. 

Is your proposed amendment on page 3 in lieu of that change in 
date or in addition to it ? 

Mr. Anprews. In addition to it. The proposal on page 3 would 
authorize the Secretary to determine when there is American-flag 
shipping available. 

Mr. Drewry. My point is that you would favor it, but you desire it 
to be good only for a year even with the discretion in the Secret: ry. 

Mr. ANDREWS. Actually, I anticipated that would probably be the 
view of your committee inasmuch as the Alaskan bill has been on an 
annual basis for 6 or 7 7 years. 

Presumably there is no inclination to leave an open-end authoriza- 
tion on this. We would have no objection so long as the Secretary 
had the authority to discontinue this service by virtue of findings that 
there were American-flag ships available. 

Mr. Drewry. What sort of study has the Maritime Administration 
made of the domestic trade in an effort to determine w ays and means 
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to make it possible to continue American-flag ship service in this 
area ? : ; 

Mr. Anprews. I would like to defer that question, if I may, to Mr. 
Sullivan, who is Chief of the Ship Operations Office. 

Mr. Suuuivan. I am Paul A. Sullivan, Chief, Office of Ship Opera- 
tions, Maritime Administration. 

The Maritime Administration, in conjunction with the Department 
of Commerce, has made from time to time studies of the domestic 
intercoastal trades, but on a broad basis, not limited to a particular 
problem of this kind. 

As you know, the difficulty is that we have no power to enforce 
service or to require it. We can grant no aid for domestic shipping; 
it has to be purely on the initiative of the private steamship owners. 

So it is a real problem to improve what is there. ; 

Mr. Drewry. You have known about this particular situation for 
several years. This bill was introduced last year and the year before, 
or the year before that there was an effort made to secure some boats 
for either charter or sailings to inaugurate this service. 

In the former case there was a power within the Maritime Admin- 
istration to attempt to work out something which would develop a 
service with the use of ships from the war-built fleet; is that not 
correct ¢ 

Mr. Sutiivan. Yes, but you see, even there the initiative must be 
with a private operator. There must be an application for the 
charter of our tonnage before we can make any arrangements for the 
use of our reserve fleet ships. 

Mr. Drewry. In that case, there was an application, I believe, and 
they were told that the application would have to be denied because 
they did not own a ship. 

My point here is that under the proposed responsibilities of the 
Maritime Administration under the oe I want to know what steps 
have been taken either under the law that exists, or in connection with 
suggesting changes in the law that would allow the continued enforce- 
ment of the concept of American-flag operation in domestic shipping. 

Mr. Anprews. May I suggest in answer to that, Mr. Drewry, that 
in a domestic operation if the service is not profitable and if there is 
no authority in Maritime to subsidize the operating of such service, I 
don’t see that there is much that we can do about imposing a require- 
ment of service on an operator without any subsidy. 

Mr. Drewry. I agree with that, but in your study of the situation, 
you could try to arrive at conclusions as to methods in which the serv- 
ice may be a profitable one and make recommendations to the Con- 
gress, if necessary. ‘That was done in the case of Alaska. 

Immediately after the war it was done in the case of intercoastal 
trade in an effort to keep them afloat. 

Now, if foreign-flag ships go into service between the United States 
and the noncontiguous areas of the United States, then pretty soon 
there will be requests perhaps for subsidy to meet the foreign competi- 
tion in the domestic trade. 

Why should the American-flag operators be more free to operate in 
the so-called protected domestic trade than in the foreign trade where 
we do subsidize? That is a sort of rhetorical question and you need 
not answer it. 
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You state that there was a steady and substantial decrease in the 
years 1953, 1954, 1955, and 1956. I believe it is shown that Bull Lines 
discontinued in 1956; is that correct ? 

Mr. Anprews. Yes; that is correct. 

Mr. Drewry. Do you have any knowledge what caused this steady 
and substantial decrease prior to the time the service was withdrawn 
in view of the statements of the Savannah people that there is a very 
large movement of lumber, as much as a million feet a month? 

Mr. Anprews. No, sir; I cannot give you the reason for the decline. 

Mr. Drewry. What do you mean by— 

There is a possibility that American Union Transport would go into Savannah 
for lumber if inducement offers. 

How far has that discussion gone? 

Mr. Anprews. I think that came from Maritime’s regulation office 
primarily on the basis of the fact that AUT did pass Savannah. 

The same thing could apply to Bull Lines, I presume. They having 
disavowed any interest in it, the question in my mind is whether AUT 
had been contacted as to the possibility they might be interested. 

Mr. Drewry. Do you know what “inducement offers” means? 

Mr. Anprews. I think it means sufficient tonnage at a compensatory 
rate. 

Mr. Drewry. Do you know whether the rate is compensatory at the 
present time? 

Mr. Anprews. No, sir; as I understand it, the tariff that was set 
for lumber in that area is usually initiated by the carrier and approved 
by the board. 

Unless the carrier asked for a change in that tariff, it would stand. 
I don’t believe the board itself initiates a change in the tariff rate. 

Mr. Drewry. On your suggested amendment on page 3, it is not 
mentioned. I wonder, do you contemplate that there will be hearings 
on the subject and how would the Secretary make his decision as to 
whether or not American-flag vessels are available ? 

Mr. Anoprews. I really don’t know whether or not that would re- 
quire a public hearing. This particular amendment does not contem- 
plate it. 

I think if it were provided here in an expressed waiver of normal 
operations it would not require a public hearing. 

That is an offhand opinion of the effect of this. 

Mr. Drewry. There has been at least one case where we had a dis- 
cretion in the Secretary to modify. Where the terms of the bill were 
rather definitely set out and modification occurred, the decision was 
made by the Secretary without hearings almost immediately after the 
passage of the bill. 

That is all, Mr. Chairman. 

The Cuarrman. Thank you. 

Mr. Anprews. Thank you, Mr. Chairman. 

Mr. Mixer. Mr. Chairman, I might make this statement. I had 
to be over in the Senate committee where they are hearing a companion 
bill to 229 this morning. I am very sorry I missed the testimony of 
our colleague Mr. Preston on this bill. I know of his intense interest 
on this matter. 

T wanted to let him know why I was not here before. 

The Cuarrman. Mr. Shapiro. 
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STATEMENT OF ALVIN SHAPIRO, VICE PRESIDENT, AMERICAN 
MERCHANT MARINE INSTITUTE—Resumed 


Mr. Suaprro. My name is Alvin Shapiro. I am vice president of 
the American Merchant Marine Institute, a trade association repre- 
senting the owners of a substantial majority of the commercial ocean 
shipping which operates under the American flag. 

We appear here today to express our views on H. R. 5490 which 
would authorize foreign-flag vessels to operate in our domestic trade 
in the transportation ‘of lumber between Savannah and Puerto Rico 
until June 30, 1958. 

We have traditionally opposed opening our domestic trade to for- 
eign-flag vessels. When this has, on occasion, been necessary, we have 
urged, and the C ongress has fortun: ately seen wisdom in our judg- 
ment, that waiving the requirements for our domestic trade be con- 
fined to such circumstances where it was absolutely essential. 

The committee is probably aware that prior to World War II, 415 
freighters were engaged in our domestic trades. This figure is down 
at present to 141. Surely the revival of our domestic fleet cannot be 
stimulated if potential operators shall be subjected to foreign-flag 
competition through special legislation. 

On the other hand, our organization has always taken the position 
that we could not ask American shippers to cease doing overseas busi- 
ness simply because American-flag vessels were not available for their 
trade. 

We would, therefore, urge that before this fundamental legislation 
is passed and establishes any precedent for future action in this direc- 
tion, the committee should, we believe, be convinced of the following 
facts. 

1. That the shipment of lumber from mills in the Savannah area 
is economically feasible only by shipment from Savannah. If other 
ports where American-flag service is available can also serve without 
prejudicing the lumber export trade of that area, we believe no justi- 
fication for this legislation exists. 

In connection with that, if I may, Mr. Chairman, I would like to 


add: 


It is our belief that not every community that has a waterfront should think 
itself entitled to service. 

Now, we certainly do not think this applies to Savannah, which is 
a very legitimate and once was rather a prosperous port. 

But we feel that there are a lot of areas that have waterfronts 
that do not have direct service; that could not have direct service, 
who may be coming in here with a great sort of plea. 

This is a great fear of ours. 

The committee should also determine: 

That the absence of American-flag service for the lumber busi- 
ness in Savannah has not been created because of unusual demands 
of American exporters in regard to rates or ‘packaging” thus making 
the service feasible only for those carriers operating at less than 
American standards. 

Even if evidence is available indicating that the foregoing are 
the true facts, we would still urge that the bill be ne elimi- 
nating the June 30, 1958, date and substituting ther for language to 





160 DOMESTIC SHIPPING PROBLEMS 


the effect that this waiver may continue only so long as the Secretary 
of Commerce determines that the economic justification for the waiv- 
er, including the nonavailability of United States-flag vessels, con- 
tinues. 

We would, of course, prefer that this be done through public 
hearing. 

The Cuarrman. Mr. Shapiro, the evidence that has been submitted 
here is it is economically unfeasible to ship lumber from this area 
to Puerto Rico. 

Mr. Swaprro. Mr. Bonner, in the case of this proposal that is be- 
fore you directly rather than the two amendatory suggestions that 
have been made, we have known for well over a year now that the 
lumber shippers have been in negotiations with American-flag oper- 
ators and we are convinced that at this moment the weight of the evi- 
dence is sufficient that this case is justifiable. 

We know that American-flag operators have had an opportunity 
to serve this trade, but it is simply economically unfeasible to oper- 
ate vesseis into the Savannah area for the relatively limited amount 
of lumber that is available. 

Now, this puts it in an entirely different category from other 
proposals. 

Our suggestion to the committee is that examination of the facts, 
we think, would hold in the case of all claims of special legislation, 
not necessarily only the one of the Savannah lumber trade. We, for 
instance, heard today, certainly for the first time, two other pro- 
posals for amendment which are brandnew to us, frankly. We know 
of no negotiation that has been going on between potential shippers 
in the case of Mr. Hardy’s amendment or Mr. Bennett’s amendment. 

We simply do not know the reasonability of that claim. 

I would add there is one other feature to this that is of great dis- 
turbance to me, personally, and that is that you now have, just as an 
example, you now have a sugar movement to Baltimore. I assume 
the sugar movement to Baltimore requires the installation of facili- 
ties, be they refineries, port handling facilities, terminal facilities. 
These may or may not be available in Norfolk. I simply do not 
know. 

But I would dislike very much to see waivers of this law create 
competition between port cities when certain port cities have estab- 
lished facilities for the intention of handling this traffic. 

What is going to happen to the facilities in the Baltimore area that 
have grown up and been developed for the purpose of handling the 
sugar which comes from Puerto Rico? 

You will now find yourselves under these circumstances, possibly ; 
I am not certain, because, as I say, the proposition is brandnew; you 
will find yourselves where the sugar-handling interests and the sugar 
facilities in Baltimore will now be stifled by the facilities in Norfolk. 

Now, this may or may not be justifiable. I simply do not know, 
but this is a brandnew proposition. 

The Cuarrman. Mr. Tollefson. 

Mr. Totterson. As I understand your statement, you are satisfied 
that there presently is not available any United States-flag ship for 
ae partacaiar service, carrying lumber from Savannah to Puerto 
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Mr. Suaprrro. Mr. Tollefson, we are not only satisfied of that, but 
we are satisfied, and you heard the statement here this morning and 
there is not a reason in the world why we should doubt it, we are con- 
vinced this proposition would not have been made, because we know 
of Mr. Preston’s great interest in the American merchant marine, this 
proposition would not have been offered were it not for the fact that 
negotiations in this area for this service were conducted in the best of 
faith and simply could not work out. 

Mr. Totierson. That is all, Mr. Chairman. 

The Cuarrman. Mr. Allen. 

Mr. Auuen. Mr. Shapiro, Mr. Andrews proposed an amendment 
which would make an exception when the Secretary of Commerce de- 
termined that United States-flag service is not available to move the 
lumber from the producing area to Puerto Rico. 

Would you add another requirement that it would not be eco- 
nomically feasible to move it through the other ports ? 

Mr. Suaprro. Mr. Allen, I think the economic justification for the 
movement for a particular port in connection with the waiver is much 
more important than the determination of the nonavailability, be- 
cause the nonavailability, you can practically read it in the paper; 
there simply is no doubt about it. 

The problem is: If American-flag service remains unavailable for 
the lumber trade between Puerto Rico and Savannah, this is an 
established fact. 

Now, why does this remain? Now, this may remain an established 
fact because, simply as an example, the shippers out of Savannah 
refuse to pay tariff rates. This will keep the service out of Savannah, 
but this is no justification for a waiver. They may require unusual 
packaging demands. 

I understand that neither of these circumstances is the case at the 
moment, but the economic justification is much more important than 
the nonavailability. 

Mr. Auten. Thank you. 

The Cuatrman. Mr. Pelly. 

Mr. Petty. Mr. Shapiro, as I understand the testimony, the only 
competition with the port of Savannah is from, maybe, Honduras or 
Brazil. Is that your understanding? 

Mr. Suartro. No; there is competition from lumber out of the 
gulf. 

Mr. Petry. In other words, by making this exception in favor of 
the port of Savannah, it might have a detrimental effect on other 
American ports ? 

Mr. Suariro. This is entirely conceivable. The only thing that 
makes it a litle bit more palatable to me is the fact that, historically, 
Savannah has shipped lumber; it is built for a lumber trade. It has 
developed this lumber trade. It is just in recent years that the serv- 
ice is not available. So, I think the shippers out of Savannah have 
much more claim, for instance, than, possibly, and here I am just 

uessing, than, possibly, the situation, so far as sugar is concerned, 
tween Baltimore and Norfolk. 

Mr. Petiy. If there are other areas that have southern pine, and 
need an export market in order to keep them from dumping it in the 
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local area who are now shipping to Puerto Rico, then this exemption, 
in turn, would cause a distress situation in another area ¢ 

Mr. Suaptro. No question about it. 

Mr. Petiy. A determination which, I think, should be made before 
we grant this waiver. 

Mr. Suarmo. I think this falls beyond the province of the Depart- 
ment of Commerce. I would like to see the Department of Commerce 
consult with other Government agencies who handle this problem; in 
this case it would be the Department of Agriculture. But there sim- 
ply is no question, when you get new routings and you reach new 
sources of supply, you may create economic maladjustments for the 
current suppliers. 

Mr. Petty. Would it not be possible to supply for the record the 
statistics as to what other lines from American ports, American ships, 
lumber is being presently shipped to Puerto Rico? What is the 
saturation point for lumber in Puerto Rico, and is this necessary and 
essential ? 

Mr. Suapiro. So far as our member lines are concerned, Mr. Pelly, 
we can provide this, but a considerable number of the lines operating 
into Puerto Rico are not members of our organization. I am quite 
certain, I am completely certain, that the Maritime Administration 
could furnish those figures. 

Mr. Petty. Well, the facts should also be brought out, though, as 
to whether or not this competitive feature with other foreign coun- 
tries, namely, Brazil and Honduras, whether that is the market which 
is now underpricing our American producers. 

Mr. Suariro. What you say is true; however, if lumber is not 
moving from Savannah to Puerto Rico because of the fact that the 
lumber itself cannot compete with Honduras as lumber, then, obvi- 
ously, the availability of the service is not going to stimulate that 
trade. 

I suspect our folks from the Savannah area would not be interested 
in getting a foreign ship into that service. 

In other words, if we are just being outsold right in the domestic 
supplying area there would be no point in having ‘the service, because 
they still would not be able to ship into Puerto Rico. 

I feel that these people are convinced that, if they have the service, 
they can sell and they can compete in the Puerto Rican market. 

They have been doing this for many years. Only the nonavailability 
of American-flag steamship service has killed this market for them. 

It is an entirely different picture from others that 1 might conceive 
of. 

Mr. Petiy. One other question. I assume from the testimony that 
has been given heretofore that there would be no prospect of shipping 
lumber out of the Savannah area by truck to another port and then by 
American vessels to Puerto Rico 4 

Mr. SuHariro. Apparently it is the case that this cannot be done. 
This is one of the things that the Secretary of Commerce should cer- 
tainly look into in extending or in allowing this waiver to continue be- 
cause we would not like to see every area with a waterfront say that 
it is entitled to port service in spite of the fact that 20 miles away 
there is a good oceangoing port. 
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Mr. Petry. Finally, would you confirm the statement that I pre- 
viously made that this is not a comparable situation to the Alaskan 
exemption ? 

Mr. Suariro. I quite agree. 

Mr. Petuy. And they have no other service available on American 
ships so that the Canadians serve those ports as an accommodation ? 

Mr. Suaprro. That is true. 

This again is different from another bill which was heard before 
this committee last week. 

Mr. Petty. That is all. 

The CuHatrman. Are there any further questions? 

Mr. Van Petr. Mr. Shapiro, due to the recent curtailment of the 
ships coming into Savannah, it would not necessarily upset the eco- 
nomic status of some other port, would it ? 

Mr. Suartro. No; I say it is less likely in this particular situation 
because the cessation of shipping service out of Savannah has been 
quite recent. But if Savannah were to undertake the shipment of 
lumber into Puerto Rico on a brandnew basis, then it would be a quite 
different matter. 

Mr. Van Pexr. That is all, Mr. Chairman. 

The CuarrMaAn. Are there any further questions ? 

Thank you very much. 

Are there any further witnesses ? 

Mr. Totierson. I wonder if I could ask Mr. Crutcher a question. 

The CHarrMan. Yes. 

Mr. Totiterson. Mr. Crutcher, with respect to your competing with 
lumber firms in the gulf area, do I understand that about 5 million 
feet annually was shipped out of Savannah to Puerto Rico in prior 
years ¢ 

Mr. Crutcuer. Five million feet annually ? 

Mr. Totterson. Yes. Was that the figure ? 

Mr. Crutcuer. Considerably more than that. Back in 1948 or 1949 
I would say around 24 million feet, annually. 

Mr. McGowan has a record he brought for the year 1953 which I 
quoted a moment ago, which in 1953 the shipment of lumber out of 
Savannah was about 1 million feet per month, or about 1 solid train- 
load of lumber a month. 

Mr. Totierson. Was it you who testified earlier that your chief 
competition is not the gulf ports, but other lumber-producing areas? 

Mr. Crutcuer. I did not say the chief competition was. I said that 
I personally, who have been working with the producers in the Savan- 
nah area, when I could not get a vessel, I, having connections in Puerto 
Rico for selling, sought other sources of supply, and in my own case 
I have shipped from Honduras, Nicaragua, and am shipping consid- 
erable from Brazil at the moment. 

But we do have considerable competition from the shippers in the 
gulf and the Pacific Northwest. 

Now, if I may say one thing, it was brought out here a moment ago 
that perhaps we could not pay the conference tariff out of Savannah. 

I, myself, said that that is what we sought, simply a boat that would 
haul lumber at the conference rate. Wecan pay that tariff. 

Mr. Totierson. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? 
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Thank you, gentlemen. 

The committee will go into executive session. 

(Thereupon, at 11:30 a. m., the committee proceeded into execu- 
tive session). 

(The following was furnished for insertion: ) 


SoutH CAROLINA STATE Ports AUTHORITY, 
June 5, 1958. 
Hon. Hersert C. BONNER, 
Chairman, Merchant Marine and Fisheries Committee, 
House Office Building, Washington, D.C. 


Dear Mr. BONNER: For the past year or so we, along with other South At- 
lantic ports, have lost considerable business between our ports and Puerto 
Rico by reason of withdrawal of service by American-flag vessels and inability 
of foreign-flag ships to enter Puerto Rico ports. This is working a distinct 
hardship not alone upon the port interests, but similarly upon South Carolina 
and other nearby shippers. 

By way of validating our confirmed belief that tonnage is available, we re- 
cently caused to be made a letter survey (copy of which is available to you), 
replies from which indicate in excess of 2,000 tons of cargo is monthly availa- 
ble through the port of Charleston. Better than 1,000 tons would come from 
one lumber concern in Augusta which prior to discontinuance of service here 
always utilized the port of Charleston. 

Within the past week we have been approached by Mr. W. H. Grier, executive 
vice president of Rock Hill Printing & Finishing Co., telling us that his firm 
has commitments for 500,00 pounds per week each way of cotton piece goods 
for a continuing period. This is big business, but we are estopped for the 
moment from accepting because of lack of steamer service to Puerto Rico. 

We are cognizant that your committee has from time to time given considera- 
tion to ship service to Puerto Rico. Accordingly, in view of the present critiical 
situation with which we are faced, we are respectfully requesting that you advise 
if any degree of relief appears in the offing or if you have any specific suggestion 
to make to us. 

Assuring of our genuine appreciation for the fine work of your committee on 
all matters affecting our several ports and daring to hope that you may now be 
able to suggest a modus vivendi of which we may take advantage, we are 

Very truly yours, 


T. CARLISLE CRUMP, 
Administrative Assistant. 
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WEDNESDAY, AUGUST 6, 1958 


House oF REPRESENTATIVES, 
MercHant Marine AND FisHeRrES CoMMITTEE, 
Washington, D. C. 


The committee met at 10 a. m., in room 219, Old House Office Build- 
ing, Washington, D. C., Hon. Herbert C. Bonner (chairman) pre- 
siding. 

The CuarrMan. The committee will come to order. 

Counsel will read the first bill. 

Mr. Drewry. The first bill to be taken up this morning will be H. R. 
12125, to amend the Intercoastal Shipping Act of 1933, as amended, to 
authorize incorporation of the contract terms by reference in short- 
form documents. 

(H. R. 12125 is as follows :) 


[H. R. 12125, 85th Cong., 2d sess.] 


A BILL To amend the Intercoastal Shipping Act, 19383 (47 Stat. 1425), as amended, to 
authorize incorporation of contract terms by reference in short-form documents 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first paragraph of section 2 of the 
Intercoastal Shipping Act, 1933 (47 Stat. 1425), as amended (U. S. C., title 46, 
section 844) is amended to read as follows: 

“Sec. 2. That every common carrier by water in intercoastal commerce shall 
file with the Federal Maritime Board and keep open to public inspection schedules 
showing all the rates, fares, and charges for or in connection with transportation 
between intercoastal points on its own route: and, if a through route has been 
established, all the rates, fares, and charges for or in connection with transpor- 
tation between intercoastal points on its own route and points on the route of any 
other carrier by water. The schedules filed, and kept open to public inspection 
as aforesaid by any such carrier shall plainly show the places between which 
passenger and/or freight will be carried, and shall contain the classification of 
freight and of passenger accommodations in force, and shall also state separately 
each terminal or other charge, privilege, or facility, granted or allowed, and any 
rules or regulations which in anywise change, affect, or determine any part or 
the aggregate of such aforesaid rates, fares, or charges, or the value of the service 
rendered to the passenger, consignor, or consignee, and may include the terms 
and conditions of any passenger ticket, bill of lading, contract of affreightment 
or other document evidencing the transportation agreement. Such carriers in 
establishing and fixing rates, fares, or charges may make equal rates, fares, or 
charges for similar service between all ports of origin and all ports of destination, 
and it shall be unlawful for any such carrier, either directly or indirectly, through 
the medium of any agreement, conference, association, understanding, or other- 
wise, to prevent or attempt to prevent any such carrier from extending service to 
any publicly owned terminal located on any improvement project authorized by 
the Congress at the same rates which it charges at its nearest regular port of call. 
Such schedules shall be plainly printed, and copies shall be kept posted in a public 
and conspicuous place at every wharf, dock, and office of such carrier where pas- 
sengers or freight are received for transportation, in such manner that they shall 
be readily accessible to the public and can be conveniently inspected. In the 
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event that any such schedule includes the terms and conditions of any passenger 
ticket, bill of lading, contract of affreightment or other document evidencing the 
transportation agreement, as herein provided, copies of such terms and conditions 
shall be made available to any shipper, consignee, Or passenger upon request. 
Such terms and conditions, if filed as permitted by this section, may be incor- 
porated by reference in a short form of same actually issued for the transportation, 
or in a dock receipt or other document issued in connection therewith, and when 
so incorporated by reference every carrier and any other person having any 
interest or duty in respect of such transportation shall be conclusively deemed to 
have notice thereof and shall be bound by all such terms and conditions lawfully 
included. Said terms and conditions may be incorporated by reference as afore- 
said immediately after filing and shall not be subject to the hearing and sus- 
pension provisions of this Act.” 


Mr. Drewry. Mr. Robert Seaver, Federal Maritime Board, is the 
first witness. 





STATEMENT OF E. ROBERT SEAVER, GENERAL COUNSEL, MARI- 
TIME ADMINISTRATION AND FEDERAL MARITIME BOARD, DE- 
PARTMENT OF COMMERCE 


Mr. Seaver. I am Robert Seaver, General Counsel of the Maritime 
Administration and the Federal Maritime Board. I am here to 
testify on behalf of the Administration and the Department of Com- 
merce on H. R. 12125. 

Reading from a very brief statement I have prepared in connection 
with this bill: As indicated by the title, the bill would amend the 
Intercoastal Shipping Act, 1933, which is an act regulating common 
carriers by water in the noncontiguous trades—Alaska, Hawaii, and 
Puerto Rico—administered by the Federal Maritime Board. The 
purpose of the bill is to allow any steamship company operating in 
such trade to use a short-form document for passenger tickets and 
bills of lading in place of a long-form document. 

The Department and the Board recommended enactment of the 
bill, amended as recommended, in the report from the Secretary of 
Commerce, dated July 31, 1958. 

The bill, amended as recommended, would achieve a benefit to the 
carriers but would protect the rights and obligations of the shippers, 
the consignees, and those having any interest. or duty in the trans- 
portation furnished by the carriers. 

The terms and conditions of the contract are now printed on the 
back of each document at a very substantial printing expense to the 
shipping companies. The bill, as amended, will allow a modern short- 
form document—similar to that used by the airlines and other car- 
riers—to have the terms and conditions incorporated by reference in 
the short-form document. These documents can be reproduced 
through modern mechanical techniques. 

In order to properly protect the rights of passengers and shippers 
to notice of the terms of the contract, we have recommended that the 
terms and conditions of the contract must be filed with the Federal 
Maritime Board in keeping with the purpose of the Intercoastal 
Shipping Act, 1933, and that each short-form document have printed 
on the back thereof notice that the terms and conditions are filed 
with the Federal Maritime Board and posted on each vessel. 

To assure that shippers and, in particular, passengers, will have 
accessibility to all terms and conditions of their contract with the 
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steamship operator, we have recommended that a copy of the terms 
and onaiieas be posted on board each vessel where they may be 
seen by all interested parties at all times. 

Further, in the public interest and the interest of proper regulatory 
rocedure, we have recommended amendments designed to retain the 
1earing and suspension provisions of sections 2 and 3 of the Inter- 

coastal Shipping Act, 1933, concerning the lawfulness of any pro- 
posed change by a steamship company that would affect the value 
of the service rendered. 

Now, Mr. Chairman, as I have mentioned in this prepared state- 
ment, the Secretary has recommended certain amendments that I think 
are amply justified in the letter that you received dated July 31, 1958. 

With those amendments, the Department of Commerce recommends 
that your committee support this bill. Without them, we do not sup- 
port the bill. I might say that the bill as considered and amended in 
the Senate committee contains these amendments and the Senate com- 
mittee favorably reported S. 4196 containing these same amendments 
that I mentioned. Thank you, sir. 

The Cuarrman. What about these hearings and suspension provi- 
sions? What do you do up there? Do you really go into this and 
hold hearings on this, and so forth, or is it just in there ? 

Mr. Seaver. This would be a new provision in respect to these short- 
form bills of lading. So, of course, there has never been occasion for 
the Board—— 

The CuamrMan. You say designed to retain the heari ing and suspen- 
sion provisions of sections 2 and 3 of the act. Do you have hearings 
on these provisions ? 

Mr. Seaver. In the past we have had hearings on the level of the 
rates in the offshore commerce. 

The Cuarrman. As pertains to fairness of rates? 

Mr. Seaver. The level of rates. 

The Cratrman. What do you mean by level of rates? 

Mr. Seaver. The amount of the freight rates for transportation of 
cargoes. 

The CuatrMan. For what purpose do you have the hearings ? 

Mr. Seaver. For the determination of the amount that can be 
charged to the shipper by the carrier. 

The CHatrMan. You mean that you supervise the rates to prohibit 
any excessive rates ? 

Mr. Seaver. Yes, indeed. 

The Cuarrman. What has been the experience of your hearings 
with respect to rates? 

Mr. Seaver. In the domestic trade, offshore trade, the Board has to 
approve each and every rate. Therefore, I could not say whether they 
are too high or too low. I think the Board has properly set those. 

The Cuatrman. You have been holding hearings on those rates as 
published ? 

Mr. Seaver. Yes, sir; right along. 

The CuHatrMan. How did you find them? Did you find any too 
high? Did you give them permission to raise them ? 

Mr. Seaver. Recently, for example, in the Puerto Rico trade the 
Board allowed an increase. As general price levels of various com- 
modities go up, naturally the cost of transportation goes up. In that 
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articular trade an increase was allowed. But it was only after full 
earings. 

The Cuarrman. On what commodities? 

Mr. Seaver. This particular docket was—I do not recall the precise 
commodities, but quite a variety of commodities. 

Mr. Totiterson. Your Board functions with respect to these rates 
the same as the ICC does with railroads and airplanes and whatnot? 

Mr. Seaver. It is precisely the same. As a matter of fact, the ICC 
has jurisdiction over the domestic waterborne commerce except that 
involing our island territories. 

Mr. Totierson. Actually the purpose of this bill is just to reduce 
the printing cost to the shipping operators ? 

Mr. Seaver. Yes, sir; that is the purpose of the bill. 

Mr. Totiterson. Your amendment with respect to hearings just 
continues the present law in effect ; does it not ? 

Mr. Seaver. Yes, sir; that is the purpose of our proposed amend- 
ment—that particular one. 

Mr. Touuerson. I have no further questions. 

Mr. Auten. I would hazard a guess that it not only would save 
money in printing but might allow the lines to take a different form of 
ticket which would approximate some of the modern machine type 
tickets you get in the airlines and railroads now rather than this long 
document—long if you read it—on one piece of paper with most of 
the provisions in some kind of microfilm that no average eye can read. 

Mr. Seaver. Yes, sir. I understand, too, it would allow the ship- 
ping company to reproduce several documents and fill them in, fill in 
the blanks, all at one time, which would make for a more efficient and 
less expensive operation. 

Mr. ALLEN. Such as the new railroad and airplane tickets. I hate 
to mention those words to you. 

Mr. Seaver. They are very distateful words. 

The Cuatrman. Are there further questions ? 

Mr. Gross. This is rather an uncommon word. What is the mean- 
ing of the word “affreightment” ? 

Mr. Seaver. That is a word commonly used in maritime transaction 
and maritime law. A contract for afreightment means contract for 
carriage of cargo. 

Mr. Gross. With respect to freight ? 

Mr. Seaver. Freight meaning cargo, yes, with respect to freight 
or cargo. The admiralty lawyers have rather strange terms. When 
they speak of freight they speak of the money charged for transpor- 
tation of cargo. 

Mr. Gross. On page 2, line 13, do you have any objection to an 
amendment to change the word “or” to “and”, “and the value of service 
rendered to the passenger” ? 

Mr. Seaver. Let me find my plage. 

Mr. Gross. Line 13, page 2. 

Mr. Seaver. Sir, that already is a part of the existing section 2. 

D — Gross. You have no objection to changing the word “or” to 
and” ? 

Mr. Seaver. “Or” is in the present statute. 

Mr. Gross. That may be, but you would not have any objection to 
changing it; would you? It could mean further protection to the 
passenger. 
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Mr. Mitier. Would the gentleman yield ? 

Mr. Gross. Yes. 

Mr. Miter. Shipper, consignee, or passenger, there are three differ- 
ent classifications that the steamship line isserving. It is not consignee 
and passenger. It is shipper and consignee and passenger. 

Mr. Gross. Why not make the value of the service rendered to the 
passenger on a comparable basis with any other requirement ? 

Mr. Mitier. It is on a comparable basis now. 

Mr. Gross. It says “or value of service rendered to the passenger” ; 
it should be both ways. 

Mr. Auxen. I think you defeat your purpose. The language reads, 
concerning the rules and regulations, it is do one or the ‘other. The 
way you would have it they would have to do both or they could get 
out of it. 

Mr. Mitier. The present law is well established. I see no need for 
change. 

Mr. Gross. Line 14, “and may include the terms and conditions of 
any passenger ticket.” Why not the mandatory words “shall include” 

Mr. Seaver. That was one of the amendments we did propose and 
one which appeared in the Senate version. The “shall” replaces the 
“may.” We insisted on that. 

Mr. Gross. That is all. 

The Cuarrman. That amendment has been adopted in the Senate 
bill. 

Are there further questions? Thank you very much. 

Is there any further witness on this? 

Do I hear a motion on this bill ? 

Mr. Miter. Do we want to amend this bill to conform with the 
Senate bill ? 

The Cuarrman. This would be the same as the Senate bill with 
the amendments. 

Mr. Miter. I make a motion that it be amended to make it conform 
to the Senate bill. 

Mr. Gross. I have not studied the bill. It is not going to cost any 
money ; is it? 

The Cuamrman. No, sir; I think this will save the operators some 
money. 

Mr. Seaver. Yes; that is the purpose of the bill. I am sure that 
will be the effect. 

The Cuarrman. Cut down the workload ? 

Mr. Seaver. Yes. 

The CuHarrman. And it preserves the present protection of the 
shipper and the passengers ? 

Mr. Seaver. Yes, sir; there would be no change in that. 

Mr. Van Petr. Second. 

The CuairmMan. It has been moved and seconded that the proposed 
amendments be adopted. Those in favor say “Aye.” Opposed. The 
bill is now amended. Is there a motion with respect to reporting the 
bill? 

Mr. Rivers. I move we report it out as amended. 

Mr. Dincetu. Second. 

The Cuarrman. It has been moved and seconded that the bill be 
reported favorably by the committee. Those in favor raise your hands. 
Those opposed. It is unanimous. 
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Mr. Marii1arp. I would like to include instructions of the Chair 
that if the Senate has passed their bill before the House does, then 
we substitute the Senate bill. 

The Cuairman. That will be done. If there are any other state- 
ments to be filed, we will put them in the record at this time. Here is 
an endorsement from the American Merchant Marine Institute and 
statement of J. Monroe Sullivan, vice president of the Pacific Ameri- 
‘an Steamship Association, to be included in the record. 

(The endorsement and statement referred to follow :) 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
Washington, D. C., August 6, 1958. 
Hon. Hersert C. BONNER, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington, D. C. 


Dear Mr. BONNER: The American Merchant Marine Institute, which repre- 
sents the owners and operators of a majority of American steamship lines operat- 
ing oceangoing vessels in service into and out of United States ports on all three 
coasts, supports enactment of H. R. 12125 which has been referred to your com- 
mittee. 

The proposed legislation would amend the Intercoasta] Shipping Act of 1933 to 
authorize incorporation of transportation contract terms by reference in short- 
form documents. It would be applicable only to ocean common carriers in the 
noncontiguous trades (Hawaii, Alaska, Puerto Rico) and would relieve them 
from the necessity of including on the reverse side of bills of lading, passenger 
tickets, dock receipts, and other transportation documents the specific terms 
under which passengers or cargoes are carried. Because of such requirement, 
present transportation documents are cumbersome and costly, and a problem to 
store and process. 

By the adoption and use of short forms, the carriers would not lose any legal 
protection obtainable under the present system, and the rights and obligations 
of shippers, consignees, passengers, and others having any interest or duty in 
the transportation furnished by such carriers would not be altered. 

It is recommended that the bill be amended to conform with the Senate- 
reported companion bill, 8. 4196, which has the approval of the Government 
agencies concerned. 

The institute urges favorable consideration of this legislation which would 
make it possible for the common carriers concerned to modernize and streamline 
this phase of their operation and thereby reduce administrative costs. 

We ask that this letter be made a part of the record on this bill. 

Respectfully, 
ALVIN SHApIRO, Vice President. 


STATEMENT OF J. MONROE SULLIVAN, VICE PRESIDENT, PACIFIC AMERICAN STEAM- 
SHIP ASSOCIATION, RE INTERCOASTAL SHIPPING AcT, 1933: To AUTHORIZE 
INCORPORATION OF TRANSPORTATION CONTRACT TERMS BY REFERENCE IN SHORT- 
Form DocuMENTS 


My name is J. Monroe Sullivan, vice president, Pacific American Steamship 
Association, a nonprofit organization representing the major American-flag do- 
mestic and deepwater steamship operators on the Pacific coast. We appear before 
your committee in support of the above legislation to amend the Intercoastal 
Shipping Act of 1933, to authorize the incorporation of transportation contract 
terms by reference in short form documents. 

Three identical bills, H. R. 12125, H. R. 12128, and H. R. 12199, on this subject 
were introduced in the House, and a similar bill, S. 4196, has been favorably 
reported by the Senate Interstate and Foreign Commerce Committee. Because 
S. 4196 has been favorably reported out, and since it conforms to the language 
which has been approved by the Department of Commerce, Maritime Adminis- 
tration, and the Bureau of the Budget, our association has no objection to its 
language, although it differs slightly from the above-named House bills. The 
intent of all of these bills is the same, 
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With your permission, I would like to address my remarks to the language of 
S. 4196, which would amend the first paragraph of section 2 of the Intercoastal 
Shipping Act of 1933, as amended. 

This bill provides that the terms and conditions of any passenger ticket, bill of 
lading for freight cargoes, or other documents evidencing a transportation agree- 
ment by water common carrier in the intercoastal trade, subject to this act, 
shall be included in schedules of rates, fares, and charges filed with the Federal 
Maritime Board. In addition, this bill requires that the terms and conditions 
be framed under glass and put in a conspicuous place on board each ship where 
they may be seen by passengers and others. It also requires that the terms 
and conditions so filed shall he made available to consignors, consignees, and 
passengers upon request. 

This proposed amendment to section 2 further provides that when such terms 
and conditions are filed with the Federal Maritime Board, they may be incorpo- 
rated by reference in a short-form passenger ticket, bill-of-lading contract of 
affreightment, or other document issued by the carrier. A notice that the terms 
and conditions are on file must be printed on the back of the short-form document 
so that all parties will have knowledge of, and be bound by, the terms and condi- 
tions of the long form, as filed with the Federal Maritime Board and made avail- 
able to passengers, consignees, and consignors. When these terms and condi- 
tions are incorporated by reference, the bill provides that the carrier and any 
other person having any interest shall be deemed to have the same notice as if a 
long-form document had been issued containing all terms and conditions. 

Approval of this bill will permit ocean common carriers in the noncontiguous 
trades (Hawaii, Alaska, and Puerto Rico) to eliminate lengthy, costly, and cum- 
bersome documents, and would provide relief from the necessity of including on 
the reverse side of bills of lading and other transportation documents the con- 
tract terms under which passengers or cargoes are transported in these trades. 
Not only is the present long form cumbersome and costly, but it creates real prob- 
lems of storage and of processing for issuance to the public. 

The present archaic system of printing the entire transportation contract on 
the transportation document will be eliminated for the domestic carriers in- 
volved and less costly forms, which can be reproduced and handled with modern 
mechanical techniques, can take the place of the present long form. Carriers 
issuing the short-form transportation documents would have the legal protection 
equal to that existing under the present system and the rights and obligations 
of consignors, consignees, and passengers, and all others having any interest in 
the transportation furnished by these carriers, would not be altered. 

Carriers now subject to the Intercoastal Shipping Act of 1933 are required to 
file all rates, fares, and charges with the Federal Maritime Board. Therefore, 
no additional burden would be placed upon these carriers. 

I want to emphasize that this amendment to section 2 is not intended to impose 
tariff or bill-of-lading filing requirements upon any carrier who is not otherwise 
subject to section 2 of the 1933 Intercoastal Shipping Act, as amended. 

All people concerned with our domestic, deepwater transportation industry 
recognize the necessity for employing new and more efficient methods of loading, 
stowing, transporting, and discharging cargoes. Carriers involved have adopted 
new techniques and are doing all in their power to improve service and reduce 
operating cost, both in the transportation of freight and passengers. For these 
reasons, it is logical that new and improved methods of documentation to help 
reduce administrative costs should be adopted, and this legislation will help to 
accomplish this purpose. 

We know of no opposition either within or without the Government to this 
umendment. 

I have with me copies of the so-called long-form bill of lading, which has 
printed thereon the terms and conditions covering the transportation contract. 
I also have copies of the so-called short-form bill of lading to show the contrast 
in size of paper and printing. As can be readily seen, approval of this bill will 
result in great savings in printing and paper cost alone. 

In closing we want to urge your committee to substitute the text of S. 4196 
for the House bill's. and respectfully request that this legislation receive favor- 
able action. Thank you. 


x 





